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NATIONAL POLICY AND ISSUES 


ST.ENGTHENING OF ENTERPRISE VIGOR DISCUSSED 
Fuzhou FUJIAN LUNTAN [FU.)_AN FORUM] in Chinese No 7, 5 Jul 85 pp 22-23, 38 


[Article by Huang Ruilin {7806 3843 7207]: “How to Further Strengthen Enter- 
prise Vigor"] 


[Text ] I 


In strengthening enterprise vigor, the state must provide policies and the 
necessary external conditions, the crux of which is the implementation of 
enterprise autcuomy. In the past few years, more autonomy was first granted 
to small urban enterprises while large and middle-sized enterprises were 
expected to carry the burden of turning over more funds to the state and ful- 
filling the production tasks called for in directive planning. Now that small 
enterprises have been invigorated, the large and middle-sized enterprises are 
faced with a serious challenge. The problem of enlivening further large and 
middle-sized key enterprises should be placed on the current agenda. This 
will require, first of all, the expansion of further autonomy for these enter- 
prises by: 1. Shrinking the scope of directive planning, at the same time 
leaving the enterprises with more room to maneuver so that they can overfulfill 
their targets. The enterprises should be given charge over a larger share of 
goods in short supply on the market and be allowed to sell any amount produced 
over the quota. 2. Appropriately reducing adjustment taxes on large and 
middle-sized enterprises that get good economic returns, contribute a lot and 
produce a great deal of profit while retaining little of it. 3. Raising the 
depreciation rate on fixed assets to resolve the difficulties of large and 
middle-sized key enterprises in finding sources of capital for technological 
renovation. 4. Fxpanding the scope of rewards for conserving energy and raw 
materials. Individual rewards for conservation should not be limited to the 
16 categories of material goods stipulated last year. With the approval of 
the prefecture ind municipality, rewards should be granted to units whose 

rate of material depletion is lower than that of last year. 5. Granting some 
large and mi: .ile-sized enterprises the right to deal directly with foreign 
business cc.cerns. Under the centralized principles, policies and planned 
guidance cf the state, these enterprises should be able to directly import 
technolog;:, engage in joint ventures, cooperative production, and compensation 
trade wi:t foreigners. They should be able to import the equipment, instru- 
ments, -d maintenance and other parts they need, and have the right to nego- 
tiate -»d sign contracts with foreign businessmen. 6. Freeing these enterprises 





to diversify production while concentrating on one area. Based on the prin 
ciple of making full use of advantages, mutual benefit, and voluntarism, they 
should be able to cross the boundaries of region and industry to engage in 
diversified, cooperative operations, including developing tertiary industry, 
without the interference of supervisory departments. 7. Implementing contract 
systems of responsibility, leasing and tran:ferral of rights in some state-run 
small enterprises. The crux of the matter at present is now that the state has 
given more power to the enterprises, it has to really go through with it without 
interfering or chipping away at those rights at each level. The state certainly 
should not be allowed to withdraw in secret what it has granted in public. 


Il 


Methods for strengthening enterprise vigor must be found within the enterprise 
itself, and a complete reform must be conducted. Although external conditions 
are admittedly important, internal factors are central. In addition to the 
provision of policies ind implementation of the granting of autonomy to the 
enterprise by the state, the enterprise must take its own measures in order 

to genuinely increase its vigor. This is because the vigor of an enterprise 
is decided, in the end, by its quality. The quality of a great majority of 
enterprises at present is still not uwigh. For some time, they have relied on 
inexpensive raw materials and agricultural byproducts and low wages to main- 
tain production, which has hidden their backwardness. Now the situation has 
changed, and both costs and iosses have increased for many enterprises. If 
this were calculated in terms of prices on the international market, a large 
percentage of profitable processing enterprises would show losses. If this 

is not altered, the enterprise will have no way to survive the intense compe- 
tition on domestic and foreign markets. To improve enterprise quality and 
strengthen enterprise vigor requires a complete internal reform. At present 
we must emphasize the following reforms: 


First, we must reform the enterprise's internal management system and insti- 
tute systems of economic responsibility at every level. This will have a 
remarkable effect on the irplementation of other reform measures and the over- 
all improvement of enterprise quality. In the past 2 or 3 years, many enter- 
prises have learned from the Shougang experience, achieving gratifying results 
in implementing internal systems of economic responsibility. However, the 
development of these systems has been uneven and only a few have aone a good 
job of it. Standards for most enterprises have been low, and for some, reform 
has simply been a matter of surface, formalistic change, while some enterprises 
have not even begun. We must further improve the enterprise's internal econo- 
mic system of responsibility, divice up the economic responsibilities given 

by the state to the enterprise among all units and individuals subordinate to 
it and devise systems of personal economic responsibility in production, 
technology, and specialized management, in order to promote the integration 

of responsibilities, rights, and profits. 


Second, we must reform the enterprise's internal leadership system and imple- 
ment a system in which the factory director is in charge. Modern enterprises 
are characterized by a fine division of labor and a high degree of continuity 
in production. Technical requirements are strict and relations of coordination 








are complex. Therefore, a centralized, strong, highly effective system of 
production command and business management must be created, which can only be 
accomplished under a system of responsibility with a single director at its 
head. Fairly profound traditions and habits have been left us by the past 
implementation of the system of responsibility in which the plant director 
functioned under the secretary of the party committee, so not all of us have 
the same understanding of the factory director system. Therefore, on the 
basis of a genuine summation cf the experiences of pilot projects, we must 
promote and comprehensively implement the new system. We must grant the 
factory director the power to command and make important decisions regarding 
the administration and management of the entire plant. At the same time, 
there must be a clear separation of the functions and limits of power of the 
party, government, and labor section so that a correct balanced relationship 
exists among the three. The supervisory and guaranteeing role of the party 
committee must be brought into fu’l play. 


Third, we must reform the enterprise's wage system and distribution of bonuses 
and implement the principle of each according to his labor. This will he an 
important measure in balancing the relationship between the workers and staff. 
The State Council has decided to reform the wage and bonus system in enterprises 
so that the total amount of wages and bonuses are linked up with economic 
returns and will fluctuate proportionately. The state has only ratified the 
total amount of wages and bonuses. Outside of that, it is up to the enterprise 
to determine its own wage system and means of distributing bonuses. Enterprises 
can use different forms of wages based on their particular production character- 
istics and management conditions. No matter what form is selected, there must 
be a connection between the workers’ wage income, the enterprise's economic 
effectiveness, and labor productivity. The wage form must reflect the size 

of the individual's contribution to the state and the quality of his perfor- 
mance in order to reward industriousness, punish sloth, and enable workers to 
receive more for working more. Through concern for their material interests, 
the workers will learn to feel concern for the enterprise's production and 
sales, thereby increasing the economic effectiveness of the enterprise. 


Fourth, we mist reform methods of enterprise business management and shift 
from the simple production form to an open operations form in order to adapt 
to competition on the market under new conditions. The socialist economy is 
a planned cemmodity economy built on a foundation of the system of public 
ownership. In any commodity economy there is inevitably competition. As a 
relatively independent producer and manager of commodities, the enterprise 
mist participate in competition on the market. This necessitates that enter- 
prise leadership have a grasp of the concepts of the marketplace, of input and 
output, of finance, and of the development of intellectual resources. In 
order to adapt to this change, the enterprise must create "open operations 
type" management organs, improve market research, stress business-related 
policy decisions, constantly improve their technological level and business 
management methods, provide good-quality, inexpensive products that satisfy 
needs, provide good service, maintain a high reputation, and develop and seek 
victory in competition. 
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While strengthening enterprise vigor, we must also improve macroeconomic manage- 
ment. The more we enliven the economy, the more we must emphasize macroeconomic 
adjustment. If we were to say that the entire economy is like a huge, organic 
entity, then the enterprise is a cell within that organism. The relationship 

of the enterprise to society's economy is one of the microcosm to the macrocosnm, 
of the part to the whole. The survival of the cells is the foundation of the 
survival of the organism. When the cell is "lively" the entire organism can 
develop healthily. If not, the cell can only show "vigor" and a normal meta- 
bolism by maintaining each part of the entire organism and the coordination 

and balance of all parts. In other words, only when the entire national 

economy is balanced and developed in a coordinated fashion, does the enter- 
prise have a possibility of being invigorated. Therefore, invigorating the 
enterprise and the necessary macroeconomic controls and management are mutually 
complementary and not antagonistic. 


It should be realized that the current overall economic reform is at a stage 

in which new forms are in the process of replacing the old. The influence of 
the old “everyone eats from one big pot" form has not yet totally faded, and 
the new-style mechanisms are not yet perfect, which easily leads to inflated 
demands and loss of macroeconomic control. Last year, due to their selfish 
departmentalism, some localities and units indiscriminately raised the wage 
scale, issued bonuses, subsidies, goods and gifts and indulged in great waste. 
Nor did they turn over to the state the excess bonus tax according to regula- 
tions. Banks competed to issue loans and ignored the need for comprehensiveness 
and balance in the utilization of foreign exchange. All this created diffi- 
culties for the development of the economy and disturbed the process of the 
overall economic reform. Therefore, at the same time that we further invigorate 
the enterprise, we must also make an effort to strengthen macroeconomic manage- 
ment and prevent loss of control. 


Our present emphasis on regulating the management of the macroeconomy does not, 
by any means, imply a return to the old ways or a restoration of the original 
rigid macroeconomic system of control which often squeezed the life out of 
enterprises. It means, rather, that we must study, create, and perfect a 
macroeconomic management and regulation system that is suited to a planned 
commodity economy, so that there are close but successful controls over 

larger projects and items, and loose, invigorating guidance over smaller ones. 
Particular attention should be paid to strengthening the following aspects of 
macroeconomic management: 1. Strengthening credit management, controlling 

the issuance of currency and ceasing the overly liberal provision of funds. 

In order to control the issuing of currency, an enterprise that applies for 
credit must have a certain amount of its own capital. The banks should have 
the power to inspect and supervise how the enterprise utilizes its funds. 

2. Strengthening management over consumption funds to avoid out-of-control 
increases. 3. Controlling the scope of investment in fixed assets. Capital 
construction and technological improvement projects should be conducted only 
according to our capacity to do sowithinthe plan. 4. Strengthening foreign 
exchange management. We must encourage the enterprise to earn more foreign 
currency while using less and seek to achieve a balance between its imports 


~~ 








and exports. 5. Strengthening financial discipline. We must resolutely put 
an end to unhealthy tendencies and improve management over finances, taxes, 
auditing, ccmmodity prices, and industrial and commercial adminis‘’ration. 
Educating the workers and staff to gain an understanding of the state, the 
overall situation, of planning, policies, and discipline rust be improved. 

We must correctly balance the interests of the whole versus the part, and 
short-term versus long-term profit, so that enterprise reform and the invigo- 
rating of the economy can proceed in a correct direction. 
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NATIONAL POI.ICY AND ISSUES 


DEVELOPMENT STRATEGY FOR TOWNSHIP, TOWN ENTERPRISES 


Beijing NONGYE JISHU JINGJI [ECONOMICS FOR AGRICULTURAL PRODUCTION TECHNOLOGY] 
in Chinese No 11, Nov 85 pp 13-15 


[Article by He Junwei [6320 6511 0251] and Li Xiangang [2621 7359 0474] of the 
General Administrative and Manae*~ent Office of the Ministry of Agriculture, 
Animal Husbandry and Fishery: "A Discussion of the Development Strategy of 
Township and Town Enterprises") 


[Text] The Development Process of Township and Town Enterprises 


China's township and town enterprises were developed on the basis of the rural 
handicraft industry along with the development of the coop#: ative 
transformation of agriculture. During the early period of the cooperative 
transformation of agriculture, approximately 1 million farmers who were also 
dealers of handicraft commodities and some professional handicraftsmen living 
in the rural areas joined agricultural cooperatives. With these people 
serving as backbone forces, some workshops and small processing plants wer 
established to carry out sideline production under the administration of 
agricultural cooperatives. These sideline occupations which were nurtured in 
the body of agriculture laid a solid foundation for the later development of 
commune- and brigade-run enterprises. According to estimates, the national 
Output value of these occupations reached 10 billion yuan at the end of 1957. 
According to the statistics of the State Statistics Bureau, in 1958, there 
were 260,000 commune-run industrial enterprises throughout the country and 
their output value totalled 6.2 billion yuan. During the difficult period, 
commune industries were seriously affected. In 1961, the national output 
value of commune industries declined to 1.96 billion yuan. In the following 
year, it declined to 790 million yuan. By 1963, it was only 410 million yuan. 
It was not until the mid and late 1960's that the situation began to improve. 
By 1370, the output value of commune industries had been basically restored to 
the level of the late 1950's. During the "Great Cultural Revolutior™ period, 
commune enterprises were mainly rural industries based on the two levels of 
communes and production brigades. In 1976, the national output value of 
commune- and brigade-run enterprises reached ?7.2 billion yuan, of which, the 
output value of industries at commune and brigade levels accounted for 24.3 
billion yuan--12.4 billion yuan at the commune level and 11.9 billion vuan at 
the brigade level. 








In the few years following the 3d Plenary Session of the 11th CPC Central 
Committee, tens of thousands of township and town enterprises mushroomed and 
their output value increased at an average annual rate of 14 percent. By 1983, 
their total output value had already reached 99.9 billion yuan. In 1984, the 
central government issued documents No 1 and No 4 which accelerated the 
development of township and town enterprises. In that year, a new situation 
appeared, in which "five wheels"--enterprises run by townships (towns), 
village (brigade) production teams, enterprises run jointly by commune 
members, and enterprises run by individuals--turned all at the same time. 
According to statistics, their total output value reached 170.9 billion yuan, 
an increase of 40 percent over 1983. Of which, the output value of township 
and town industries accounted for 125.4 billion yuan, their profits reached 
18.7 billion yuan in the same year, their tax and profit celivery to the state 
reached Y billion yuan and their major products also increased by a wide 
Margin. The total output value of township and town enterprises is now greater 
than the total value of China's industrial and agricultural output in 1957 and 
the production capacity of township industries is also greater than that of 
China's whole industry in 1964. Township and town enterprises have become 2 
force that cannot be ignored in the state economic construction. 


Current Characteristics 


1. Multiple levels. Township and town enterprises are developed at multiple 
levels. With enterprises at the township (town) and village levels as dominant 
factors, township and town enterprises include cooperative enterprises jointly 
run by commune members, cooperative _idustries in other forms and enterprises 
run by individuals (see the following table). 


The Multi-level Development of Township and Town Enterprises in 1984 


Item Enterprise Output value 
Number Proportion Output value Proportion 
(10,000) (B) (100 million yuan) (%) 
Township (town)&é 165 27 1433 By 
villages 
Commune members" 90 15 126 T 
cooperatives 
Other forms 21 3 33 2 
Individual 330 55 117 T 
enterprises 
Total 606 100 1709 100 


2. Multiple industries. Township and town enterprises is a general term for 
enterprises run by peasants. They are a rural economic system consisting of 
five major industries--agriculture, industry, communications and transport, 
the building industry and commercial services. As far as township and town 
industries are concerned, there are coal, power, chemical, metallurgical, 
building materials, forest, machine-building, food, textile, sewing, leather, 








paper-making, cultural and educational and industrial arts industries. Judged 
from the development of the past few years, the set-up has been gradually 
rationalized. 


3. Doing away with the restrictions of "three locals." During the early period 
of the establishment of township and town enterprises, a development principle 
promoting "local materials, local processing and local sales" was put forward. 
But, along with the development of the national economy and the reform of the 
economic structure, this principle has become less and less suitable for 
today's situation. As a result, in the past few years, township and town 
enterprises in some economically better developed areas such as Wuxi of 
Jiangsu, Ningbo of Zhejiang, Hainan of Guangdong and the outskirts of Beijing, 
Tianjin and Shanghai municipalities have done away with these restrictions, 
carried out “internal integration and external cooperation" and horizontal 
integration and cooperation between different industries, regions and 
ownerships and played the role as an "organic medium" to link urban and rural 
areas. The reform of the urban economic system has further accelerated the 
development of this trend, thus enabling urban and rural areas to change their 
divided economic relation to a coordinated one and forming a situation in 
which urban and rural economies develop in tandem. 


4. More medium-sized and small enterprises. Township and town enterprises 
generally have a moderate scale. Most of them are medium-sized and small 
enterprises. Take the main part--enterprises at the township (town) and 
village levels--for instance. In 1984, there were 1.65 million enterprises 
and 38.48 million staff members and workers and their output value totalled 
143.3 billion yuan, averaging 23 workers and 87,000 yuan of output value per 
enterprise. 


5. Market regulation. About 5 percent of township and town enterprises’ 
production is directly included in the state plan, another 10 percent is 
indirectly included in the state plan and the remaining 80 percent or so is 
regulated by the market. Compared with state-run enterprises, township and 
town enterprises may be considered as a mixed industrial system based on 
market regulation. 


6. Imbalance. Judged from the national situation, the development and 
distribution of township and town enterprises are very uneven. The general 
Situation is: Eastern areas are more developed than western areas, southern 
ares are more developed than northern areas, coastal areas are more developed 
than inland areas, flatlands are more developed than mountainous areas and 
city (town) suburban areas are more developed than rural areas. For instance, 
the output value of township and town enterprises of Beijing, Tianjin and 
Shanghai municipalities and Shandong, Guangdong, Zhejiang and Jiangsu 
provinces account for over 55 percent of the nation's total while that of 
remote border provinces and inland provinces such as Shaanxi, Gansu, Ningxia, 
Qinghai, Xinjiang, Nei Monggol, Guangxi and Yunnan account only for 5 percent 
of the nation's total. 


7. Tendency toward cooperatives. Along with the increasingly deep reform of 
the rural economic system, the contracted management responsibility system has 
been widely adopted. In 1984, Jiangsu's experience--"one contract and three 








reforms"--was publicized nationwide. As a result, the nature and position of 
enterprises have been gradually clarified, their decisionmaking power 
expanded, and their vitality increased. Since 1985, the tighter control of the 
State over the issuance of loans to township and town enterprises has once 
caused a great impact on the development of township and town enterprises. In 
Many areas, the production of some enterprises is still suspended or half 
suspended due to a lack of funds. Many projects cannot be started due to a 
shortage of funds. Under such a condition, the masses of all localities have 
raised funds on their own to establish enterprises and formed many new types 
of joint-stock cooperative enterprises, thus accelerating the progress of the 
cooperative transformation of township and town enterprises. 


Strategies and Countermeasures 


Many problems that need earnest solutions have arisen in the course of the 
development of township and town enterprises. For instance, technological 
transformation and technological progress are slow; supply and marketing 
channels are constantly clogged; no scientific and technological information 
System is available to serve township and town enterprises; the management 
system is imperfect; some industries in some regions have increased too fast 
and exceeded the bearing capacity of natural resources; few farm and sideline 
products have had thorough processing and there are such phenomena as 
pollution and excessive use of farmland. At the same time, township and town 
enterprises are facing the reform of urban and rural economic systems and the 
challenge of the new technological revolution. Under such circumstances, we 
think that the general guiding ideology should be: Carry out readjustment and 
reform in accordance with the characteristics, face the challange, solve the 
problems, seize the opportunity and bring about sou'id development. 


1. Combine agriculture and industry and combine urban and rural areas. China's 
township and town enterprises are infants just born out of the womb of 
agriculture. They have numerous links with agricultural production in regard 
to funding, labor, sites, land, raw materials and even labor time. Without 
the support of agriculture and the great development of the rural economy, 
township and town enterprises would have much difficulty achieving continuous 
and stable development. In the early 1970's when township and town enterprises 
had a new start, Jiangsu Province set forth the slogan of “carrying out 
industrial production in accordance with agricultural production and doing a 
good job in industrial production to bring along agricultural production." 
This slogan has been proved correct after being tested in the past few years. 
Although they should not limit their development with local materials, local 
processing and local sales after they are relatively developed, township and 
town enterprises still should consider agriculture a basis, find a foothold in 
rural areas and serve agricultural production because it is one of their 
characteristics and strong points. If township and town enterprises ignore 
agriculture, abandon farming to pursue industrial work or even abuse land 
resources because they have made some developments, the consequences would be 
very serious. Therefore, on the one hand, we should develop, according to 
local conditions, township and town enterprises in the fields of “industry, 
commerce, transportation, construction and services" that are beneficial to 
agricultural production and enable agriculture and township and town 
enterprises to link together in production and go forward hand in hand; on the 








other hand, we should try to give priority to agricultural production in the 
distribution of financial resources and the use of labor and enable 
agricultural and township and town enterprises to merge into an organic whole 
in economic interests and reinforce each other. At the same time, township 
and town enterp.ises and large industrial enterprises should supplement each 
other. The development of the regional economy should rely on establishing and 
forming a multi-tier set-up for the regional economy including not only 
leading industries consisting of large and medium-sized back-bone enterprises 
but also “industrial groups" consisting of many medium-sized and small 
Supporting enterprises. Only when each of their advantages is brought into 
play can we invigorate the economy. Practice has proved that whereever there 
are flourishing and advanced township and town enterprises (such as Jiangsu 
Province) there must be township and town enterprises and large and mediun- 
sized enterprises supplementing, relying on and coordinating with each other 
in development. Otherwise, it is very difficult for township and town 
enterprises to develop. 


2. Macrocontrol and microflexibility. Generally speaking, products produced by 
township and town enterprises are not included in the state command production 
plan. Do township and town enterprises need macroguidance and regulation? 
Some people think that because township and town enterprises are scattered 
everywhere and they develop spontaneously according to the supply and demand 
Situation of the market, they have nothing to do with planning guidance and 
macrocontrol and it is also impossible to give guidance. We think that general 
macrocontrol and great microflexibility are necessary. Everybody knows that 
China's current pricing system is still very irrational and planned prices 
cannot yet objectively reflect the supply and demand situation of the market. 
Under this condition, if township and town enterprises rely only on _ the 
information provided by prices and plunge into something because it is 
lucrative, they are bound to throw their production into blindness, waste 
large amounts of labor, financial and material resources and find themselves 
following the crowd, rushing headlong into and out of things all at the same 
time. In the past, township and town enterprises used mainly local materials, 
engaged in primary processing of farm and sideline products and sold most of 
their products locally. But now many township and town enterprises have 
exceeded the scope of "three locals" and expanded their exchanges to an 
unprecedented scope. According to surveys, less than 10 percent of the raw 
materials used by township and town enterprises are included in the supply 
plan and slightly over 10 percent of their products are included in the sales 
plan. Under such a condition, failing to strengthen planning guidance and 
macrocontrvul can cause blind production, result in losses and even disrupt the 
order of macroeconomic development. Therefore, we must, according to the 
demand of the macroeconomy, carry out overall balancing and give classified 
guidance while using such economic levers as tax and credit to regulate 
township and town enterprises. At the same time, departments concerned under 
the government and some social organizations should vigorously and voluntarily 
provide as accurate economic information as possible for township and town 
enterprises, formulate relevant policies, laws and regulations, coordinate 
economic relations between township and town enterprises and all other sectors 
and guide township and town enterprises to develop along a healthy path. 
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3. Establish the concept of "all-around development" and readjust the 
industrial structure. Whether the industrial structure of township and town 
enterprises is rational concerns the development orientation, scale, level and 
results of township and town enterprises as well as whether the national 
economy can develop in a coordinated manner. So, establishing a rational 
industrial structure is an important content of the development strategy of 
township and town enterprises. 


Township and town enterprises are products of the rural economy ina certain 
stage of development. Their development depends on the all-around development 
of the rural economy. The signs of a rational industrial structure are as 
follows: First, the industrial structure of township and town enterprises is 
relatively coordinated with the national economy as a whole to provide 
necessary competition and mutual reinforcement; it should have the ability to 
absorb new technology, new products and urban industries that are transferred 
to and dispersed over rural. areas, to supplement weak sectors of the national 
economy and to provide products in short supply. Second, the industrial 
structure of township and town enterprises should be ahle to bring along the 
development of the rural economy as a whole--namely, cffer service before, 
during and after the process of agricultural production and force agriculture 
to develop toward specialization, socialization and commercialization; it 
should be able to provide funds for agricultural development and speed up the 
transformation of traditional agriculture into modern agriculture; it should 
be conducive to absorbing surplus labor of agriculture and increasing 
agricultural labor productivity; and it should be conducive to directly 
bringing along the development of other industries and promoting a fundamental 
change in the industrial structure of agriculture. As far as the internal 
structure of enterprises is concerned, a rational industrial structure should 
be able to yield good economic results, meet the needs of the market, have 
regional characteristics, combine high, intermediate and low level 
technologies and combine the efforts to develop local resources with the 
efforts to absorb resources from other areas. 


4. Rely on science and technology in developing township and town enterprises. 
Leading comrades of the State Council recently pointed out that “agricultural 
Structure cannot be reformed without developing township and town enterprises 
and there would be no future in developing township and town enterprises 
without relying on science and technology. The combination of the two makes it 
possible to create a new road suitable for China's national conditions. 
Therefore, we should consider it a long-term basic policy and hold on to it. 
We are bound to find some unexpectedly good results." In our opinion, first 
of all, medium-sized and small cities and township and town enterprises should 
develop "short, level and speedy" projects which closely combine science and 
technology with the economy and can be used as an example or an object of 
publicity. Namely, they are technological development projects requiring only 
a short period to transfer science and technology into commodities, involving 
applied science and technology that are appropriate to the technological level 
of medium and small enterprises and able to yield quick economic results. In 
other words, they are thew "spark plan" set forth and implemented by the 
departments concerned. Secénd, they should extensively import useful and 
advanced technology to complete the technological transformation of 
traditional industries and other industries. Third, they should 2stablish a 
flexible, effective management system and an information network. Fourth, they 
should accelerate exchanges between "the east and the west" and talks between 
"the north and the south," thereby realizing regional coordination, mutual 
reinforcement, common development and all-round revitalization. 
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ECONOMIC DEVELOPMENT ZONES 


EXPORT-ORIENTED ECONOMIC PATTERN FOR 3 DELTA ZONES 
Beijing RENMIN RIBAO in Chinese 30 Oct 85 p 1 


[Report by Fan Xiangqun [5400 0686 5028] and Guo Xianwen [6753 3759 2429): 
"Adjusting the Structure of Agricultural Production According to the 'Trade- 
Industry-Agriculture' Pattern; Three Great Changes in the Coastal Economic 
Development Zones. Tendency Toward Rationalization of the Internal Structure 
of Agriculture; Faster Development of Agricultural and Sideline Processing 
Industries; ‘Importing from Abroad, Linking Up With Domestic Economy' Greatly 
Expanded" } 


[Text] Beijing, 22 Oct (XINHUA)--China's coastal economic development zones, 
the Zhujiang Delta, the Changjiang Delta and the Minnan [South Fujian] Delta, 
are implementing the "trade-industry-agriculture" principle, and gratifying 
changes are taking place in the structure of agricultural production. 
Technologically advanced processing industries for agricultural products are 
vigorously developing, and many famous and high-quality products as well as 
local specialties, which had been in decline and retrogression for a long 
time, are being restored and developed. Scores of improved agricultural 
varieties have been imported from abroad and have been allowed to take root 
and find a new home in our scenic land of rivers and lakes. A new pattern of 
a coordinated development of agriculture, forestry, animal husbandry, sideline 
production and fishery is beginning to emerge. 


At the beginning of this year, the CPC Central Committee and the State Council 
have designated these three areas as economic development zones. It was 
demanded that they adjust the structure of their production according to a 
"trade-industry-agriculture" pattern. That means that processing of 
agricultural products be developed according to the needs of the export trade, 
that agricultural production be developed according to the needs of the 
agricultural products processing industry, and that advanced technologies be 
imported to enhance product quality, increase exports and realize larger 
foreign exchange revenue. For this purpose the provinces of Guangdong and 
Fujian have set up a coordinating organization for the development of the 
delta regions. The relevant provinces, prefectures and counties have drawn up 
basic programs for the long-range planning and development of § export 
commodities of a foreign trade-oriented agriculture. This year the leading 
organs in all the various localities have strengthened macroeconomic guidance 
and service work for the adjustment in the structure of production in the 
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rural areas, guiding the peasants to shift their sights from singularly 
targeting on production for the domestic market to targeting on production for 
both the domestic as well as the foreign markets. In the adjustment of the 
agricultural production structure of the three areas, three great changes have 
already taken place: 


In the internal structure of agriculture there is now a tendency toward 
rationalization, toward diversification of products and toward the improvement 
of product quality. In the past, agricultural production in these three areas 
had basically focused on the production of gvain, cotton and pigs, with little 
variety and of rather low quality. This year the emphasis in the readjustment 
at all places is on aquatic products, animal husbandry and cash crops, which 
have already brought about an initial change in the state of serious imbalance 
within agricultural production. 


The development of the processing industry for agricultural and sideline 
products was speeded up, and raw material commodities became oriented toward 
processing and food preserving commodities. According to statistics for the 
city of Suzhou for the period of January to August this year, the output value 
of the agricultural and sideline processing industry grew at a faster rate 
than the growth rate in the value of the entire output from all township and 
town enterprises. 


The “importation from abroad and linking up with the domestic economy" was 
further developed, and an export commodity base cf a "“"trade-industry- 
agriculture" pattern has begun to emerge. During this year, the three areas 
intensified the importation of improved agricultural varieties and of advanced 
technologies. The provinces of Guangdong and Fujian established "separate 
zones for new imported agricultural varieties" on the islands along the coast, 
where imported improved agricultural varieties and improved types of poultry 
are tried out; if successful, they will be transferred to the mainland for 
extensive planting or breeding. 
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ECONOMIC DEVELOPMENT ZONES 


MINNAN DELTA EXCEEDS 1985 AGRICULTURAL EXPORT TARGET 
Fuzhou FUJIAN RIBAO in Chinese 23 Dec 85 p 2 


[Article by Chen Jinbo [7115 6855 2672] and Xue Xixing [5641 6932 2502): 
"Minnan Delta Eoosts Exports To Earn Foreign Exchange") 


[Text] The delta region in southern Fujian, an opened area, exports large 
quantities of oolong tea, canned mushrooms and fruits, native produce and 
animal byproducts, aquatic products, flowers, Chinese medicines and drugs, 
etc. From January through November, over 200 million yuan worth of goods were 
procured for export, which were more than the entire year's export target. 
Foreign exchange earnings are expected to reach $40 million. Oolong tea 
exports alone from the five counties and one municipality, including Anxi and 
Yongchun, came to 5,200 dan and fetched $8.68 million in foreign exchange. 
Canned mushroom and fruit exports amounted to 5,510 tons and raked in foreign 
exchange to the tune of $6 million. 


To increase the foreign exchange income of agricultural exports, the region 
has gone all out to introduce superior breeds and varieties. So far they have 
imported Angora and New Zealand rabbits, Swiss milk goats, French, U.S., Cuban 
and Dutch cattle, Egyptian fei [7236] and nian [7664] fish, Indian pangolin 
(2?) and Pacific oysters from Australia. Much attention has been paid to the 
development of production bases. In line with local conditions, Yongchun, for 
instance, has set up sever. commodity production bases for fruits, tea leaves, 
Chinese herbal medicines, flowers, animal husbandry and fishery to provide the 
goods for export and earn foreign exchange. 
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ECONOMIC PLANNING 


FURTHER ADJUSTMENT OF INDUSTRIAL STRUCTURE DISCUSSED 
Beijing XUEXI YU YANJIU [STUDY AND RESEARCH] in Chinese No 11, 1985 pp 11-14 


[Article by Liu Hong [0491 3163] and Wei Liqun [7614 4409 5028]: "On the 
Readjustment of Industrial Structure During the "Seventh 5-Year Plan" Period"] 


[Text] In order to draw up the "proposal" for the Seventh 5-year Plan, the 
CPC Central Committee set forth a series of new major strategic ideas, 
principles and policies for the economic and social development of the 
"Seventh 5-year Plan" period. One of the important aspects is to readjust the 
industrial structure more thoroughly, extensively and rationally in accordance 
with the demand of the development of the situation. This is an important part 
of gradually forming a new strategic pattern of economic construction. A 
successful solution to this problem is of crucial significance to the 
continuous, balanced and efficient growth of the national economy. 


The Importance and Necessity of Further Readjusting the Industrial Structure 


At present, China's economy has begun to enter a new stage of development. 
This is a stage in which the pattern of consumer demands will change to seek 
better quality and greater variety and economic growth will be achieved mainly 
by intensive means and by relying on scientific and technological progress. It 
is these new characteristics that have made the task of further readjusting 
the industrial structure more prominent to us. 


Further readjusting the industrial structure is required first of all for the 
balanced all-around development of the national economy. Over a long period 
of time in the past, China's industrial structure was very irrational. Judged 
by major sectors of material production, the development of agriculture and 
light industry was slow and that of heavy industry was remarkably fast. Judged 
by internal structure of agriculture, forestry, animal husbandry, sideline 
production and fishing were extremely backward and the set up of agricultural 
production was unitary. Judged by the internal structure of industry, energy 
and raw material industries were extremely weak and the production front of 
the processing industry was overextended in comparison. Judged by the 
development situation of the tertiary industry, the tertiary industry lags far 
behind primary and secondary industries. This situation resulted in a serious 
dislocation of economic sectors and a prolonged phenomena of poor social and 
economic results. During the economic readjustment of the "Sixth 5-year Plan" 
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period, in order to meet the need to change the disequilibrium of accumulation 
and consumption, we adopted effective measures to speed up the development of 
agriculture and the light industry and resumed a better balance among 
agriculture and light and heavy industries. However, we should realize that in 
the past few years, the problem of disequilibrium of the industrial structure 
of other sectors was not as acute and prominent as that of agriculture and 
light and heavy industries and we did not have the condition and ability to 
carry out overall readjustment of the industrial structure. Because of this, 
judged from the situation as a whole, the irrational industrial structure of 
other sectors has not been fundamentally improved. Now that the structure of 
major material production departments has become rationalized, it is necessary 
and possible for us to take further steps to promote the rationalization of 
industrial structure in a more thorough and extensive manner. Only by doing so 
can the national economy enter the orbit of an overall balance and steady 
development. 


Further readjusting the industrial structure is to better meet the demands 
for a higher consumption level of urban and rural residents and changes in the 
consumption pattern. In the past few years, the income of China's rural and 
urban residents has increased markedly. And at present, Chinese are self- 
sufficient in food, clothing, grain and cotton production. Under this 
condition, the overwhelming majority of the people have already solved their 
food and clothing problems. They begin to demand consumer goods of better 
quality and greater variety. In food, their demand is changing from plain and 
Simple to nutritious, convenient, sanitary and diversified food products. In 
clothing and appliances, their demand is changing from unitary and low-grade 
to new, beautiful, practical and high-grade products. In housing, they demand 
an increasingly larger living space. While material consumption is changing, 
the demand for cultural and service consumption is also increasing day by day. 
However, the current industrial structure, especially the production set-up of 
consumer goods, can no longer adapt to the trend of changes in the pattern of 
consumer demands. Should we fail to carry out readjustment immediately, the 
structural contradiction currently existing in the supply and demand situation 
of some commodities will become more prominent. Only when the industrial 
lineup is further readjusted according to the trend of changes in consumer 
demands and the characteristics of China's national conditions can we better 
satisfy the increasing demands of rural and urban residents in many fields and 
make it possible for economic development to fully demonstrate the purpose of 
socialist production. 


Further readjusting the industrial structure is also required for promoting 
the modernization of the national economy and vigorously developing the 
commodity economy. The development of the modernization program and the 
flourishing of the commodity conomy have set forth new demands on the 
material foundation, technological conditions, social services and management 
levels. One of the important respects is that we should have relatively solid 
basic industries such as energy and raw and semifinished materials industries, 
excellent transport and communications facilities and updated information 
network. We should also have developed science, education, and culture as 
well as commercial, financial, insurance, consulting and real estate services. 
Currently, China is very backward in these sectors. Therefore, only when we 
make up our mind to accelerate the development of energy, raw and semifinished 








materials, transport and communications industries and of the tertiary 
industry and promote the rationalization of the industrial structure can we 
effectively raise the level of modernization of the national economy and 
create a good environment and conditions for the vigorous development of a 
socialist commodity economy. 


The Orientation and Substance of Further Readjusting the Industrial Structure 


According to the need to develop the national economy in an all-around and 
balanced manner and accelerate the progress of the modernization and to keep 
pace with the improvement of the people's consumption level and with the 
changes in the pattern of consumer demands, the "proposal" points out a clear 
orientation and substance for further readjustment of the industrial structure 
in the "Seventh 5-year Plan" period and beyond. The main points can Le 
summarized as follows: 


First, continue to accelerate the all-around and steady development of 
agriculture. In the past few years, China has made unprecedented progress in 
agricultural production, but speaking as a whole, China's agricultural 
production level is still relatively low and neither quantity nor quality can 
meet the need to further develop the national economy and continue to improve 
the people's living standards. In the future, we still have to give 
agricultural development first priority in economic development, take further 
steps to bring about an all-around growth of agricultural production and 
conduct work at all levels. The first level is to do a down-to-earth job in 
grain production. At present, China's grain production is sufficient only at 
a low level. If we are to increase the grain possession level of 1 billion 
people by a wide margin and create better conditions for industrial 
development and the readjustment of tne agricultural internal set-up, we must 
continue to maintain steady increases in grain output and never slacken our 
efforts. Under this prerequisite, we should vigorously develop various cash 
crops and invigorate the diversified economy. The second level is to speed up 
the development of forestry, animal husbandry, aquaculture and the breeding 
industry and increase their proportion in agriculture. China has vast land 
Suitable for afforestation, grassland and water areas. It has favorable 
conditions for developing forestry, animal husbandry and fishing. Assuming 
that China's potential is tapped, there will be a great increase in these 
industries. The third level is to establish, according to local conditions, 
rural industries, transport and communications, construction, mining, and 
commercial and other service industries. This is an important way to give full 
play to China's abundant rural labor resources and invigorate the rural 
economy. In sum, we should accelerate the all-around development of 
agriculture, forestry, animal husbandry, sideline production and fishing and 
the comprehensive operations of agriculture, industry, commerce and transport, 
gradually realize the specialization, commercialization and modernization of 
the agricultural economy and do a better job in satisfying social demands. 


Second, strive to open up the production range of the consumer goods industry. 
During the "Sixth 5-year Plan" period, China's consumer goods industry 
developed fairly fast and played an important role in stimulating the market 
and improving the people's living standards. However, compared with the 
changes in the pattern of consumer demands, the production range in this 
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regard is still fairly narrow. Some daily necessities, especially high- and 
medium-grade commodities, are in short supply. From now on, while continuing 
to maintain a steady all-around growth, the consumer goods industry should put 
the emphasis of development on quality and novelty, vigorously increase the 
production of popular-brand and good-quality products, develop new varieties 
and products and establish new branches of production. Especially, it should 
consider food, clothing and durable consumer goods as three major points of 
the entire conswner goods industry and bring about greater and better 
developments in these branches. 


Third, accelerate the development of the construction industry, especially the 
residential construction industry. Jn many foreign countries, the construction 
industry is very developed and a pillar of the national economy. In China, 
the construction industry, especially the residential construction industry, 
is very backward and accounts for only a very small »rart of the gross national 
product. A major cause of this phenomenon is that over a long period of time 
China implemerted the policy of centralized construction and allocation of 
housing in urban and rural areas, collecting very little rent. In 1984, a 
working family's rent accounted only for 1.4 percent of its costs of living. 
This practice made the residential construction industry lose its vitality and 
vigor and stunted its growth for a long time. Now the state has decided to 
implement the policy of commercializing urban and rural housing. Experience 
has proved that the implementation of this reform can effectively accelerate 
the development of the residential construction industry and make it gradually 
become a major pillar of the national economy. The faster development of the 
residential construction industry can in turn speed up the housing 
construction of urban and rural areas and better meet the demand of urban and 
rural residents for better living conditions. 


Fourth, strengthen the building of basic industries such as energy and raw and 
semifinished materials industries. The "proposal" sums up China's experience 
in the building of the energy industry and, according to the conditions of 
China's natural resources, points out that the development of the energy 
industry should focus on the power industry whereas the power industry should 
vigorously develop thermal and hydraulic power resources and systematically 
construct nuclear power stations in selective areas. The coal industry should 
speed up its development by tapping the potential of and revamping existing 
collieries and by constructing a number of new mines. The petroleum industry 
should step up prospecting for oil and natural gas resources, strive to 
increase the output of crude oil and locate more reserves by doing a good job 
in revamping, renovating and expanding old oilfields. The raw and semifinished 
materials industry should vigorously increase products in short supply, strive 
to raise the technological level and increase the variety and quality of 
products. According to these policy decisions provided by the "proposal," we 
should strengthen weak links such as energy and raw and semifinished materials 
industries while properly restricting the development of general processing 
industries so as to gradually coordinate the relations between basic 
industries and the processing industry. 


Fifth, ensure that priority is given to the development of the transport and 
communications industries. At present, the transport and communications 
industries are even weaker than energy and raw and semifinished materials 
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industries. This has not only seriously stunted the growth of the economy as a 
whole but also caused gross inconveniences for the people's everyday life. 
Therefore, transport and communications development must be considered the top 
priority of national economic development. This is an important link in 
further rationalizing and readjusting the industrial structure. In transport, 
we snould be determined to change the past practice of overemphasizing railway 
construction and pay more attention to the construction of highway, water and 
air transporation while continuing to do a good job in railway construction. 
We should strive to improve the set-up of transportation, and gradually 
establish a comprehensive transport network. At present, we should pay 
special attention to doing a good job in the rational distribution of various 
modes of transportation and improve the efficiency and quality of 
transportation. At the same time, we should increase, accordingly, the means 
of transportation such as automobiles, locomotives, vessels and airplanes. In 
communications, we should concentrate on expanding the capacity of long- 
distance telephone services in large- and medium-sized cities, especially 
coastal open cities, and strengthen the development of modern means of 
communications such as communications and broadcast satellites. 


Sixth, put the development of the tertiary industry in a prominent place. The 
emergence and development of the tertiary industry is an inevitable trend 
resulting from the further development of the social division of labor and the 
continuous improvement of labor productivity. It is a major characteristic of 
a modern economy. The development of the tertiary industry is based on the 
development of primary and secondary industries whereas the expansion of the 
tertiary industry can markedly increase the results and efficiency of the use 
of capital and resources, thereby effectively accelerating the development of 
primary and secondary industries. Because of this, vigorously developing the 
tertiary industry and increasing its proportion in the national economy as a 
whole is a strategic measure for establshing a new pattern of economic 
development as well as a major reform in the development of the commodity 
economy. To develop the tertiary industry, we should start from various 
fields: 1) Speed up the development of undertakings concerning science, 
education, culture, public health and physical education to meet the need to 
improve the scientific and cultural levels of the whole nation and to meet the 
people's need for cultural consumption; 2) speed up the development of 
information, consulting, financial and insurance services and services 
rendered before and after the production process to meet the need to develop 
the commodity economy and promote the modernization program; 3) speed up the 
development of commercial, catering and repair services and public utilities 
to meet the need to invigorate urban and rural markets and provide convenience 
in people's daily lives; 4) speed up the development of foreign trade and 
tourism to meet the need to open up still further to the outside world. We 
can foresee that once these industries and undertakings are well developed, 
the tertiary industry will reach a new level and the whole economic outlook 
will be in for a drastic change. 


Policies and Measures of Further Readjusting the Industrial Structure 
Further readjusting the industrial structure according to the abovementioned 


orientation is a fundamental strategic change in the pattern of China's 
economic construction. To achieve this change, we should adopt a series of 
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major policies and measures in addition to straightening out our guiding 
ideology. 


Readjusting investment arrangements is the most important means of further 
readjusting the industrial structure. Investment arrangements and the 
industrial lineup are interrelated and mutually constraining. The readjustment 
orientation of investment arrangements should be in line with that of the 
industrial structure whereas changes in investment arrangements have a 
decisive bearing on those in industrial structure. During the economic 
readjustment in the early 1960's and thc past few years, China relied to a 
great extent on the readjustment of investment arrangements to correct the 
imbalance in the industrial structure. Through the readjustment of the past 
few years, investment arrangements have improved substantially, but it still 
has many irrational factors and cannot meet the demands of the developing 
situation. As far as the fixed-asset investment of the whole society is 
concerned, the biggest existing problem is that the weak links of the national 
economy and departments urgently needed to be developed lack construction 
funds while large amounts of funds are funneled to general construction 
projects and unnecessary redundant construction prejects. If this situation 
remains unchanged, further rational readjustment of the industrial structure 
will encounter extremely serious difficulties. Wien studying the distribution 
of investment, we always witness such a phenomenon, that is: many departments 
demand that they maintain their original ratio of investment and mistake it 
for seeking a proportionate development. This way of thinking is improper. In 
fact, only by throwing away the original irrational ratio of investment and 
carrying out necessary readjustment according to the objective demand of the 
law of economic development can we really bring about a _ proportionate 
development. Because of this, during the "Seventh 5-year Plan" we must 
increase investment necessary for energy, transportation, communications, raw 
and semifinished materials and other infrastructure facilities and for the 
construction of basic industries. At the same time, we should properly 
increase investment in agriculture, the consumer goods industry and the 
tertiary industry to help speed up the development of these departments and 
ensure smooth progress for the further readjustment of the industrial 
structure. 


Implementing correct economic policies is an effective guarantee for further 
readjusting industrial s*ructure. In the readjustment of the industrial 
Structure, we should voluntarily exercise the regulatory function of economic 
levers and policies. Through the means of prices, taxes, credit and state 
subsidies, we should encourage and support those industries and products which 
need to be developed rapidly and restrict the development of those production 
and construction projects which are not urgently needed or which are in 
excessive supply in society. For instance, we should, under the guidance of 
state plan, expand the scope of market regulation for agricultural production, 
further decontrol and readjust prices for farm and sideline products and 
accelerate the rationalization of rural industrial structure and the 
development of the commodity economy. In order to change the phenomenon of 
low energy prices, we should properly increase the prices of energy resources 
and gradually establish a rational energy pricing system so as to encourage 
the increase of energy output and the conservation of energy. For another 
instance, in order to speed up the development of the consumer goods industry, 
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we should continue to give it priority in the use of foreign exchange, the 
supply of energy and raw and semifinisned materials and transportation 
conditions. All economic policies and levers should be coordinated and 
applied in a comprehensive manner to avoid "negative regula 

economic policies can genuinely exercise their power in the r 
industrial structure. 


on™" so that 
eadjustment of 


Vigorously promoting the reform of econowic system is an enormous driving 
force for the further readjustment of the industrial structure. The 
irrationality of the previous industrial structure has a lot to do with the 
overcentralized and stifling control of the economic management system. For 
instance, over a long period of time, energy ard communications facilities 
were managed by the central government alone and used by the whole country. 
This situation encouraged the phenomenon of eating from the "communal pot" and 
dampened the enthusiasm of all fields for energy and communications 
construction. For still another instance, State operations were 
overemphasized for a long time in the development of the tertiary industry, 
resulting in the uniformity of ownerhsip system. From now on, we should 
implement the principle of allowing the central government, departments, local 
units, enterprises and individuals to join efforts in the development of 
energy, raw and semifinished materials, transportation and communications 
undertakings and the tertiary industry. Except for those major back-bone 
projects and infrastructure facilities which should be undertaken by the 
central government, all engineering projects should be allowed to be 
undertaken by local units, enterprises and individuals. At the same time, we 
should break the barriers between different departments, trades and regions 
and give full play to the enthusiasm of all sectors. We should develop 
various sectors of the economy and different forms of management under’ the 
prerequisite that socialist public ownership occupy the dominant position. The 
tertiary industry which serves the people's daily lives, in particular, should 
vigorously develop collective and individual economies. Except for wholesale 
stores and large- and medium-sized retail stores, existing state-run 
commercial units may be changed step-by-step to collective operations and some 
small stores may be contracted, rented or leased to individuals. 


Further readjusting the industrial structure from a more profound and 
extensive angle is a complex project affecting the economy as a whole. we 
should, according to the objective demands of economic development, make 
positive and farsighted plans for the readjustment of industrial structure 
and, according to the possibility of national strength and the conditions of 
local resources, determine appropriate procedures so as to ensure that the 
readjustment of the industrial structure will progress in an orderly and 
efficient manner. 
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ECONOMIC MANAGEMENT 


JOURNAL DISCUSSES ENTERPRISE CONTRACT SYSTEM 
HK290955 Beijing JINGJI GUANLI in Chinese No 3, 5 Mar 86 pp 6-10 


[Article by Zhou Guanwu [0719 0385 0064]: "On the Contract System'--edited by 
Huang Weilin $7806 0251 2651]] 


[Text] The contract system is a new thing that has appeared in the reform of 
our country's economic structure. It is like a newly-emerging force, attract- 
ing exceptional attention. The rural system of contracted responsibilities 
with payment linked to output has basically changed the impeverished and back- 
ward appearance of the rural villages in our country. Im the cities, the econ- 
omic contract responsibility system has also begun to show its immense power. 
The Shoudu Steel Company was the first enterprise in the whole country to en- 
force the contract system. For 7 years in succession, its realized profits 
have averaged an annual progressive increase of 20 percent and the momentum of 
the increase is continuing. The consensus of opinion is: "contracting is an 
overall cure." To contract or not makes a great difference in the enthusiasm 
of the enterprise and its staff members and workers. Why is this? This article 
will take up certain theoretical discussions thereon. 


The Contract System Is a Good Form of Realization of the System of Ownership 
by the Whole People 


Seen from the history cf the social development of mankind, since the inception 
of the system of social division of work and private ownership, the responsibil- 
ity system has come into being. Owners are the ones who have the responsibil- 
ities; owners with no responsibilities do not exist. Under the system of in- 
dividual labor, the laborer is the owner and the responsible person; hence the 
enthusiasm for labor is high. Under the capitalist private ownership systen, 
the workers are no longer the owners. For this reason, the capitalists have 

set up in their factories a strict responsibility system according to division 
of work. But this responsibility system is separated from the ownership system 
and therefore the workers do not have any enthusiasm for labor. The capital- 
ists first resorted to very stern control tactics, that is, “hunger discipline," 
to compél the workers to carry out their duties and functions. As a result, 
class conflict became all the more intensified. Subsequently, they tried to 

do something by unifying the owners and the responsibility bearers. For ex- 
ample, [word indistinct] are encouraged to borrow funds to buy shares, become 
shareholders and earn dividends. In other words, an attempt is made to make 

the worker entertain the notion of being masters. Naturally, the attempt is 
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futile, because it cannot solve the capitalist's basic contradiction between 
the private ownership of the means of production and the social character of 
production. 


Establishment of the socialist system eliminates class antithesis, and should 
therefore restore the unity of the worker and the owner. But this unification 
is not built on the basis of petty production and private ownership but on the 
basis of a large-scale production and private ownership system. On the one 
hand, large-scale production requires a strict responsibility system; on the 
other hand, this responsibility system must be manifested in the workers 
holding the status of owners of the means of production under the public own- 
ership system. Under the conditions of the socialist public ownership sys- 
tem, unification of the owners and the responsibility holders is a far more 
difficult and complex problem than the abolition of the private ownership sys- 
tem. Enterprises under the socialist public ownership system should be owned 
by the whole people with the whole people bearing the responsibilities. How- 
ever, speaking of each and every enterprise, it is impossible for a billion 
people to jointly run it or be jointly responsible for it. Hence, in the 

past, we adopted the form of the system of ownership by the state, letting the 
state organs represent the whole people to directly operate and manage the 
whole-people enterprises. The consequences were: 1) Regardless of the size 

of the state organs, they were unable to summarily and directly operate and 
manage the thousands and tens of thousands of enterprises, frequently ending 
with a superstitious faith in power and in administrative tactics, with nobody 
bearing any responsibility for bureaucractism and blind direction; and 2) fol- 
lowing the unified operation by the state, enterprises could not become economic 
entities and the enterprises and staff members and workers could not be respon- 
sible for the whole people. Thus, it naturally happened that though owned by 
the whole people, the whole people were not responsible and did not become the 
real owners, that the ownership system was separated from the responsibility 
system, and that the system of ownership by the whole people has not been truly 
realized. 


The strength of the contract system lies in its ability, under the conditions 
of the socialist public ownership system, to unify the ownership system and 
the responsibility system, and to achieve the objectives of ownership by the 
whole people and responsibility by the whole people. According to the view- 
points of Marxism, the ownership system is not an isolated relationship but is 
manifested through the various links or stages of production, exchange, dis- 
tribution and consumption. The belief that once the means of production are 
owned by the state, the system of ownership by the whole people has been 
realized obviously cannot stand. The various links of production, exchange, 
distribution and consumption all take the enterprise as the starting point and 
are mainly carried out between the enterprises. Moreover, the worker class, 
congregated in the enterprises, constitutes the principal element of the sys- 
tem of ownership by the whole people, being both workers and owners; means of 
production as objective factors of the system of ownership by the whole people 
also exist in the enterprises. Hence, the nature of the system of ownership 
of the means of production by the whole people should be manifested in the 
enterprises and not in the state organs located far away from the material 
production areas. This requires that by means of the contract system each and 
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every enterprise owned by the whole people should become responsible to the 
whole people, that in the enterprises the whole-people ownership system and 

the responsibility system be unified, and that the system of ownership by the 
whole people be truly realized. If the system of ownership by the whole people 
and the responsibility system are not unified in the enterprises, then the 
enterprises may not be responsible for creating wealth for the whole people. 

In such a case, what is left of the system of ownership by the whole people is 
only significant in the science of law and economically of no actual value. 


Reform of the economic structure begins with enlarging the decisionmaking 

power of the enterprises and this brings up the question of how to unify the 
enterprise to bear the responsibilities to society in the capacity of commodity 
producers. The enterprise not only contracts for delivery of profits and taxes 
to the state but also, in respect of the material wealth belonging to whole 
people but kepc in its peesession, contracts for the increase in value, im 
provement in benefits and development in production. For its part, the enter- 
prise must continuously seek increasing interests for society before it can 
correspondingly increase its interests. Conversely if the enterprises does 

not bear responsibilities to society, then it will not have any interests of 
its own. Thus, on the basis of the principle of material interests, the system 
of ownership by the whole people and the responsibility system are united. 


Under the conditions of a socialist commodity economy, it is necessary to carry 
out distribution according to work. Under the conditions of a commodity econ- 
omy, the habor of the workers is not directly manifested as social labor. It 
can only be recognized by society through being the concrete labor of enter- 
prise workers, who turn out products and subsequently pass through the process 
of commodity exchange. 


Enforcing the contract system provides an enterprise with the possibility of 
making maximum efforts to create more and to retain more. On this basis, the 
income of the staff members and workers is linked to the benefits of the enter- 
prise. Following this, through contracting level by level inside the enter- 
prise down to the individual, distribution according to work is carried out 
according to each and every staff member's or worker's contributions to the 
gross benefits of the entity. This naturally will encourage the broad masses 
of staff members and workers to labor to the fullest capacity. By so doing, 
the members and workers of an enterprise, simultaneously with taking up the 
responsibilities of masters of the house can also earn the master's benefits, 
and, through the practice of distribution according to work the owners and 
persons bearing the responsibilities are united. 


Summing up the above, at the current stage of socialism, it is necessary to 
insist on the system of ownership by the whole people as the principal factor 
and to greatly develop commodity economy. At the same time, we must seriously 
carry out distribution according to work. How to handle these tri-party rela- 
tions well is a problem that must be solved in reforming the economic structure. 
Enforcing the contract system can join together the system of ownership by the 
whole people and the responsibility system, enabling the enterprise, in the 
capacity of a commodity producer, to take up the responsibility to the whole 
people, enforce distribution according to work on the basis of the large or 
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small contributions made by the enterprise's staff members and workers to the 
whole people, and enable the socialist system of ownership by the whole people 
to display in full its superiorities. 


The Contract System Is a New Development of the Responsibility System 


The contract system enforced by the enterprises has two aspects. One is that 
the enterprise contracts the responsibility to the whole people; the other is 
that under the precondition of contracting by the enterprise itself, inside the 
enterprise a contract responsibility system is also in operation involving the 
various specialized departments layer by layer down to the individual worker. 
This in effect realizes the integration of the system of ownership by the 
whole people and the responsibility system. This ie a new type of respon- 
sibility system and represents contracting to the whole people through the 
enterprise's staff members and workers being organized in coordinated labor. 

It is on the one hand the realization of the system of ownership by the whole 
people and is also a requirement for division of work and cooperation in large- 
scale production. This type of contract system which is related to the social- 
ist system of ownership by the whole people is a new development of the respon- 
sibility system. It makes each and every staff member and worker an owner and 
also one who bears the responsibilities, truly the master of society and the 
enterprise. In content and form, this type of contract system shows clearly 
the following special features: 


First, it must include contracting for the annual growth of the economic bene- 
fits. The responsibilities borne by enterprises under the system of ownership 
by the whole people are centrally manifested, on the basis of growth in the 
output volume, quality improvement and expansion of varieties, in the continu- 
ous growth of realized profits. Enterprises owned by the whole people carry 
out production by possessing and using the means of production of the whole 
people. Since the production process is the process of increasing the value 
of capital funds, naturally the enterprise must bear the social responsibility 
for the increment in value of the capital funds and if there is no value- 
increment in capital funds then the enterprise has not performed its duty. 


Here, a precondition must be mentioned, that in regard to the distribution of 
benefits between the enterprises and the state and the enterprise's delivery 
tasks to the treasury, first the contracting must be air-tight and, second, it 
must emvisage progressive increases year by year, the enterprise being allowed 
to retain more in the event of a larger surplus, to make accumulations by it- 
self, and to use the accumulations for purposes of self-transformation and 
self-development. By so doing, the enterprise will not confine its efforts to 
barely fulfilling the delivery tasks to the treasury but will do its best to 
increase the surplus so as to retain more, to step up the value-increment of 
the funds, and to fulfill its responsibilities to society. For example, the 
Shoudu steel plant, after contracting for an annual progressive increase of 
7.2 percent in delivery of profits to the state, used the 398 million yuan of 
surpius retention funds from surplus profits to undertake the technological 
transformation of 74 major projects and obtained 764 million yuan of benefits. 
For 7 years in succession, its realized profits have averaged an annual progres- 
sive increase of 20 percent. The realized profits in 1985 were equal to 312 
percent of those in 1978 before the reform. If profit deliveries to the state 
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are not contracted for in an air-tight manner and do not increase progres- 
sively each year and if the enterprise's funds must be delivered to the state 
at a fixed ratio regardless of the extent of their increment, then little can 
be retained by the enterprise no matter how much profit it has earned and it 
will be lacking in motive force. On the other hand, it may not suffer much 
loss on account of not having created much but in such a case the force of 
pressure will be lacking. Im neither case will the enterprise be able to 
achieve a sustained growth in economic benefits. 


Second, the contents of the contracc must be comprehensive. Enterprises of 
the whole people must bear an overall responsibility for the interests of the 
whole people. Hence, in the contents of the contract, in addition to provid- 
ing for increasing the value of the funds, it must include contracting for the 
following: output quantity and quality of the products must be suited to 
society's daily increasing needs; the resources must be fully and rationally 
utilized; environmental pollution must be effectively removed; the quality of 
the material and cultural lives of its contingent of staff members and workers 
must be continuously improved, and so on and so forth. These contents of the 
contract must be fully implemented by means of an internal contract system in 
the enterprise. The targets contracted for internally in the enterprise must 
form an integrated structure, because the relationships between the various 
production, technological, and economic targets criss-cross with each other 
and are exceedingly complex and full of contradictions. In making the plan 
for the contract-guarantee-audit structure, it is necessary to consider and 
comprehend all sides, weigh the advantages and disadvantages, and unify the 
contradictions with due consideration for the total benefits of the enterprise. 
It is true that contracting for single or unilateral targets and giving 
prominence to one or two targets may attain quicker results, but this may 
frequently damage overall benefits. In reality, this has not contracted for 
the responsibilities in their entirety. Some targets possess social benefits 
and environmental benefits but not necessarily economic benefits to the enter- 
prise, such as treatment of dust and noise, purification of po-luted water and 
the rotating utilization of water, comprehensive use of waste materials, treat- 
ment of harmful gases, and so forth. In handling them, the enterprise may ex- 
pend a great deal of effort but can obtain little or even negative benefits. 
Nevertheless, they must be provided for in the contract, since only by so do- 
ing can the enterprise be said to have been truly responsible to the whole 
people. Following an enterprise's enforcement of the contract system, improve- 
ment of the material and cultural lives of the staff members and workers, in- 
stead of being contracted for by the state as in the past, will be completely 
dependent on the staff members' and workers' own creative efforts. By so do- 
ing, the development of production and improvement of living are organically 
integrated, making contracting for the improvéd living of the staff members 
and workers become the material motive force for developing production. 


Third, the contract targets must manifest ehe integration of targets for the 
recent period with long-range development. Since the reform, tne enterprises 
have shown a more or less universal tendency of caring for interests of the 
recent period and overlooking long-range development. This is extremely harm 
ful to economic construction. The cause does not lie in the enterprises then 
selves, in that without being allowed to do the contracting, the enterprises 
have no way to bear the responsibilities of a long-range development vis-a-vis 








the whole people. Since the contract system provides for an annual increment 
in the value of the capital funds and also for all-round responsibilities to 
the whole people, it will make the enterprises combine the interests for the 
recent period with long-range development and plan for their own future. In 
reality, the realization of the near-term targets is frequently inseparable 
from the past long-term efforts. In particular, certain important transforma- 
tion measures, from their beginning to entering into production, must pass 
through a definite sequence. Without a long-term plan, the economic benefits 
of an enterprise cannot achieve a sustained development and growth. Hence, 
level-by-level contracting inside an enterprise must include, on the one 
hand, contracting for the fighting targets for the current year and, on the 
other hand, the work to be done during the year for the realization of the 
long-range targets. Only oy so doing will it be possible to make the staff 
members and workers perceive their own favorable prospects in their enter- 
prises' long-range development, thereby stimulating them, at their respective 
posts, to display their hard-fighting labor enthusiasm in implementing the 
long-range plans. 


Fourth, the contract must not be confined to the economic and technological 
targets alone but must also include business management. Any economic and 
technological target, from its compilation, execution, and inspection to 
eventual checking and assessment, is inseparable from the protection and as- 
surances of business management. If there is only contracting for targets but 
no contracting for business management, the targets can hardly be realized. 
The contents of the contracting for business management include, for each and 
every business project, its standards, responsibility, procedure, cooperation 
and checking and assessment. Moreover, these contents must be continuous and 
must advance with the continuous growth of the enterprises’ benefits. In the 
case of the Shoudu Steel Plant, its management modernization program started 
with the establishment of a contract system for specialized management and 
each and every specialized management project must be contracted for in ac- 
cordance with the requirements for "“comprehensiveness" (overall), "altitude" 
(high standard), "timeliness" (time limit), "cooperation" (cooperating in 
work) and "assessment" (checking). This is subsequently followed up, through 
adherence to the prescribed procedure of the contract system for specialized 
management, by planning of a large amount of management software so as to 
facilitate the swift development of the use of the computer in management, 
thus initiatively setting up a computerized management network. 


Fifth, the staff members and workers in their entirety constitute the main 
body of the contract. Socialist construction is an enterprise belonging to 
the millions of people themselves. Contracting by an enterprise is tantamount 
to all the staff members and workers of the enterprise, in their capacity of 
collective masters, contracting for the functions that must be performed and 
the responsibilities that must be borne to society and to the whole people. 

We must not confuse the contract system of an enterprise with the contract sys- 
tem involving only the plant director as an individual. The staff members and 
workers of an enterprise run the enterprise and the enterprise is not run by 
the plant director alone. All the staff members and workers are unanimous in 
responsibility, obligations, targets and interests and the plant director is 
only one of the staff members. It is not proper for the plant director to take 
sole charge of a contract. The contract system enforced by the Shoudu Steel 
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Plant is precisely a contract by the entire group of staff members and workers 
and the basic method adopted is, through contracting, ensuring and assessing, 
to organize scientifically and effectively the initiative and creativeness 

of the entire body of staff members and workers as masters of the house, thus 
jointly realizing contracting to the whole people. 


In the final analysis, the above-mentioned special features of the contract 
system are the unification, according to the principle of the integration of 
current and long-range interests, of the interests of the three parties, name- 
ly, the state, the enterprise, and the staff members and workers. A contract 
system of this type embodies an internal mechanism which is full of vitality. 
In the case of the Shoudu Steel Plant, it is principally reflected in certain 
quantitative relationships as follows: profit-delivery to the state progres- 
sively increasing by 7.2 percent a year; realized profits progressively in- 
creasing by 20 percent a year; distribution and utilization of the production 
development fund, collective welfare fund and wages, award and commendation 
fund at the ratio of "6-2-2"; and the gross amount of staff salaries and wages 
being linked to the realized profits and floating at the ratio of 0.8 tol. 
Within this series of figures a close relationship and a dialectical relation- 
ship of reciprocal promotion and reciprocal restriction exist. For example, 
only when contracting is air-tight and calling for an annual progressive in- 
crease of "7.2 percent" is there enthusiasm for a progressive growth of "20 
percent"; only when there is this "20 percent" increase can the growth of "7.2 
percent’ be ensured and can there be corresponding increases in the three 
categories of funds at the ratio of "6-2-2"; only when 6-l0ths of the retained 
profits are used on production development can there be assurance for maintain- 
ing the sustained and progressive rate of "20 percent"; and only when there 
are figures of "0.8 to 1" can the statf be made to vie with each other in 
making contributions to the growth of "20 percent." Naturally, these numbers 
are not fixed or unchangeable. Following the development of the enterprises, 
some of the figures must be readjusted but the internal mechanism formed by 
the reciprocal relationships between them will forever exist. It will enable 
the enterprises to go ahead at full power to actively create high benefits; it 
makes possible the reliance on technological transformation and technological 
progress to continuously create new benefits; and it integrates the enterprises' 
short-term interests with long-range development, thereby creating sustained 
high benefits. And the high benefits are the joint product of the whole body 
of staff members and workers, consciously and of their own accord. 


All three parties, namely, the state, the enterprise, and the staff members 
and workers are confronted with the problem of how to do a good job in 
handling the relationship between current interests and long-range interests. 
If the job is not handled well by any one of the parties concerned, the in- 
ternal mechanism of the contract system may be damaged or wrecked. If the 
state does not allow the enterprises to retain that portion in excess of the 
"7.2 percent," then the state may not be able to obtain the "7.2 percent" for 
long; indeed, if the state cares only for obtaining more for the present and 
taps the enterprises too depply and too hard, the long-range interests of the 
state will suffer losses. For their part, the enterprises should do a good 
job in handling the relationship between accumulation and consumption so as to 
maintain reserve strength for their development. If the number "6" is missing 
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in the ratio "6-2-2," then the absolute amounts of the next two numbers of "2" 
and "2" will become increasingly smaller. So far as the staff members and 
workers are concerned, without the current interests and being unable to pro- 
cure more for more work, they can hardly see the long-range interests ahead 
and there will be no way to arouse their labor enthusiasm; and without a 
planned target which can ensure maintenance of the long-range interests of 

the staff members and workers, their enthusiasm for labor cannot be sustained. 


The contract system's internal mechanism which is full of vitality enables 
enterprise management to manifest, on the one hand, the objective demands of 
large-scale production, and, om the other, the essence and special features of 
socialist production relations. This generated enthusiasm of the workers in 
their capacity as masters of the house, through the scientific organization of 
the three basic methods of contracting, ensuring, and assessing, has organized 
in the enterprises each and every person, each and every piece of work, each 
and every business project and each and every type of activity to form an 
organic fighting force which will march forward with unanimity in thought, in 
direction, in action and in steps. This marks the essential difference between 
our socialist management of enterprises and the capitalist management of enter- 
prises. It clearly shows wherein the superiority of the socialist system lies. 


The Contract System Is the Basic System of Socialist Management 


The socialist contract system is not only the basic method for organizing joint 
labor in socialized large-scale production but should also become the basic 
system of socialist management. 


At present, if we wish to greatly develop socialist commodity economy, the 
central link is to invigorate the enterprises which are the producers of com- 
modities. However, at the moment the great majority of the large and medium 
sized enterprises under the system of ownership by the whole people have not 
been truly invigorated. Some comrades have expressed the fear that once the 
enterprises have been invigorated, they may one-sidely seek partial interests 
for themselves and disregard the interests of the whole. This is without any 
foundation. But without the invigoration of the large and medium-sized enter- 
prises which are the backbone units, it will be greatly disadvantageous to the 
development of the national economy. How is it possible to make the large and 
medium-sized enterprises display the vitality of commodity producers and at the 
same time be responsible for the whole people? In my opinion, the contract 
system is the solution. It can solve the new problems encountered in the 
course of our reform of the economic structure. 


After an enterprise has taken up a contract, as an independetn commodity pro- 
ducer, its responsibility to the whole people is not the former type of admin- 
istrative responsibility it bore to the state organs but is truly an’economic 
responsibility. In the past, enterprises were responsible only to the state 
organs in charge whereas the state organs could not, because of the ever- 
changing social demands, regulate the business operation activities of the 
thousands upon thousands of enterprises. This frequently resulted in the 
enterprises’ production activities being out of joint with social needs and 
caused the enterprises to be truly unable to be responsible to the whole 
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people. Following enforcement of the contract system, the economic responsibil- 


ities the enterprises bear to the whole people will be closely linked to the 
enterprises and to the intimate material interests of the staff members and 
workers themselves. This will naturally motivate the staff members to watch 
their own interests and make them actively interested in, and suited to, the 
social needs and, in accordance with the demands of coordinating and develop- 
ing the national economy, shape their enterprises’ policies, readjust the 
structure of the products and the direction of their investments, open up new 
production areas in pursuance of social needs, and continuously create more 
wealth for the state. 


To truly accomplish the objectives of ownership by the whole people and being 
responsible to the whole people, we should not require the enterprise alone to 
contract with society and with the whole people. Rather, state organs at the 
upper levels should likewise contract with the whole people. State organs are 
the public servants of society and not its masters. We must avoid the idea 
that only the state organs can represent the whole people. State organs and 
enterprises are both parts of the whole people, except that there is a differ- 
ence in the social division of work. We cannot conceive that enterprises con- 
stitute the part whereas state organs are the whole. As a matter of fact, 
State organs are also divided by departments and/or regions. The various de- 
partments of state organs should also be responsible to the whole people and 
contract for duties and functions in accordance with the assignments of the 
division of work. State organs should also enforce the contract system, 
bearing the economic responsibilities to the whole people, the enterprises, 
and society and realize the integration of power, responsibility, and benefit. 
This is an effective measure to prevent and overcome subjectivism, bureau- 
cratism, and issuing commands blindly. It is also a great and important re- 
form of the work of state organs. In the whole country, each and every unit, 
each and every department, each and every enterprise, and each and every in- 
dividual should enforce contracting with the whole people and form a society- 
wide contracting structure. The contract system will thus become a basic sys- 
tem in socialist management. 


In summing up the experiences of the Paris Communes, Marx and Engels conceived 
thus of future society: ‘Not only should this type of organization take as 
its basis the union of workers of each and every factory but also all these 
unions should form a big alliance" ("Collected Works of Marx and Engels," 

Vol 22, p 226). The relationship between these individual united bodies and 
between them and the big union is that of union. Under the conditions of a 
commodity economy, a union of this kind should not be realized by means of the 
state adopting administrative tactics of a compulsory nature but should be 
realized, through contracting, by means of the coexistence and regulated de- 
velopment of the interests of the three parties, namely, the state, collective 
and individual. By so doing, outwardly the state's power over the management 
mad control of the economy may seem to have been curbed but, due to the state 
being diverted from the large volume of daily economic affairs and being able 
now to concentrate energy and efforts on dealing with the big and important 
issues of the whole situation, the leadership role of the upper layers of the 
structure over society as a whole will be greatly augmented. Therefore, on 
the foundation of continuously strengthening ideological and political work 
and under the conditions of a commodity economy, the formation in the whole 
society of a contract structure will be an experiment in, and promotion of, 
efforts to realize the concept of future society envisaged by the originators 
of Marxism. 
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FINANCE AND BANKING 


PROVISIONAL REGULATIONS ON TAXATION PROMULGATED 
OW041021 Beijing XINHUA Domestic Service in Chinese 0106 GMT 2 May 86 


[Text] Beijing, 2 May (XINHUA)--Provisional Regulations on the Management of 
Taxation of the People's Republic of China (Promulgated by the State Council 
on 21 April 1986) 


Chapter I. General Principles 


Article 1. These regulations are formulated to ensure implementation of state 
decrees and policies on taxation, strengthen the management of taxation, 
guarantee the state's financial revenues, maximize the role of taxation as a 
leverage for regulating the economy, and promote reform of the economic system 
and coordinated development of the national economy. 


Article 2. The collection of all types of tax under the auspices of tax au- 
thorities, with the exception of those specified elsewhere in the state law, 
should be administered according to the provisions in these regulations. 


Units and individuals who are obliged to pay taxes (hereinafter referred to as 
taxpayers), and units and individuals who are obliged to collect, withhold, 
and pay taxes on another's behalf (hereinafter referred to as collecting 
agents), should follow the stipulations in the tax decrees and fulfill their 
obligations as taxpayers or as agents for collecting, withholding, and paying 
taxes. 


Article 3. The collection and deduction of all taxes should be administered 
according to the provisions in the tax decrees and the system of management 
for taxation. No localities, departments, units or individuals are allowed to 
make decisions contradicting the stipulations in the existing tax decrees and 
taxation management system in any form. 


Article 4. Any unit or individual has the right to report and expose activ- 
ities violating tax decrees. Tax authorities should undertake to maintain the 
confidentiality of, and give rewards to, the informers in accordance with 
stipulations. 


Article 5. Tax authorities are responsible for organizing efforts to imple- 
ment these regulations. 
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Chapter II. Tax Registration 


Article 6. Taxpayers engaged in production and business operation, who prac- 
tice independent accounting, and whose operations have been approved by the 
administrative office of industry and commerce should, within 30 days after 
receiving their business licenses, report to the local tax authorities and go 
through tax registration. 


All other units and individuals obliged to pay taxes, with the exception of 
those exempted from tax registration by the tax authorities, should report 

to the local tax authorities and go through tax registration within 30 days 
from the day they becume legal taxpayers, as stipulated by tax decree. 


Article 7. A taxpayer's branch office, which operates across several local- 

ities and does not practice independent accounting, should report to the tax 

authorities on where the office is located and go through registration within 
30 days after its establishment. 


Article 8. When going through tax registration, the taxpayer should submit 
a report for the application of registration, the pertinent approval documents, 
as well as other related certificates. 


After examining and verifying the report, documents, and certificates mention- 
ed in the preceding paragraph, the competent tax authorities will process 
registration and issue a tax registration certificate. 


The tax registration certificate is limited to use by the taxpayer. It may not 
be loaned or transferred. 


The following will be recorded during tax registration: Taxpayer's name and 
address, the form of ownership, the hierarchical relationship, the mode and 
scope of operation, as well as other related matters. 


Article 9. After the taxpayer has completed tax registration, if it becomes 
necessary to modify tax registration because of transfer to other trades; re- 
organization; establishment of a branch office; mergers and joint operations 
with other businesses; relocation, suspension, or closing down of business; 

or bankruptcy, the taxpayer should report to the competent tax authorities and 
go through modification of registration, re-registration, or de-registration 
wthin 30 days after the day of approval or declaration by the departments con- 
cerned. 


Article 10. Prior to going through modification of registration, re-registra- 
tion, or de-registration, if the taxpayer has taxes to be settled or invoices 

to be turned in and cancelled as required by regulation, he should settle mat- 
ters with the competent tax authorities, and turn in the invoices and related 

certificates issued by the tax authorities for cancellation. 
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Chapter III. Tax Assessment 


Article 11. Im accordance with the provisions stipulated in Article 6 of the 
provisional regulations, taxpayers applying for tax registration must apply 
for tax assessment with the competent authorities. According to specific 
conditions, the taxpayers must truthfully fill out the tax assessment forms 
regardin; form of ownership, mode and scope of operation, titles, functions, 
and uses .° products, as well as receipts, income, and other taxable items. 


Article 12. The competent tax authorities must examine the taxpayers’ tax 
assessment forms according to law, determine the appropriate tax categories, 
tax items, tax rates (or per-unit tax amount), taxation links, the basis for 
tax computation, the time limit for tax payment, and the mode of collection, 
and issue tax assessment certificates accordingly. 


Article 13. The competent tax authorities must issue the collecting agents, 
according to law, vouchers to collect, withhold, and pay taxes. The vouchers 
should clearly state the appropriate tax categories, tax items, tax rates, 
the time limit for payment, and the mode of payment. 


Article 14. In case of changes in the tax assessment items, the taxpayers 
must apply for modification of the tax assessment forms with the competent 
tax authorities within 15 days starting from end date of change. 


The taxpayers must submit samples of new products, along with product ap- 
praisal forms, to the competent tax authorities for tax assessment. The 
samples shall be returned to the taxpayers after completion of tax assess- 
ment. In case of difficulties in delivering the product samples to the tax 
authorities for assessment, the taxpayers must apply for assessment in the 
factory. 


Article 15. Upon promulgation of new tax regulations, or revision of old tax 
regulations by the state, the competent tax authorities must notify the tax- 
payers and collecting agents to follow accordingly, and revise the tax assess- 
ment certificates and vouchers for the collection, withholding and payment of 
taxes. 


Chapter IV. Filing of Tax Returns 


Article 16. In accordance with relevent provisions governing the filing of 
tax returns, the taxpayers must submit tax returns, financial and accounting 
reports, and pertinent tax information to the competent tax authorities. The 
collecting agents must go through the filin} procedures for the collection, 
withholding, and payment of taxes in accordance with relevant positions. 


The tax authorities shall decide on the time for the filing of tax returns 

by the taxpayers and the time for the collection, withholding, and payment of 
taxes by the collecting agents in accordance with the tax decrees and the spe- 
cific conditions of the taxpayers and the collecting agents. 
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Article 17. Im ease of failure to submit tax returns within the prescribed 
time limit owing to special circumstances, the taxpayers should report to the 
competent tax authorities, and the filing of tax returns may be appropriately 
extended. In light of the circumstances, the competent tax authorities may 
make a provisional appraisal of the taxable amount in advance, and notify the 
taxpayers to make advance tax payments, pending final settlement of accounts 
upon filing of tex returns. 


In case of failure to collect, withhold, or pay taxes within the prescribed 
time limit owing to special circumstances, the collecting agents should report 
to the competent tax authorities, and the collection, withholding, and payment 
of taxes may be appropriately extended. 


Article 18. Im case of failure by the taxpayers to submit tax returns to the 
authorities 30 days beyond tax payment obligations or 15 days beyond the time 
limit prescribed by the tax authorities are empowered to decide on the taxable 
amount and prescribe a time limit for payment. 


The final day of the time limit for filing tax returns and that for tax pay- 
ment may be extended if it falls on an official holiday or other holidays. 


Article 19. To apply for tax reduction or exemption, the taxpayers must 
submit a written report to the competent tax authorities. Prior to approval 
of application for tax reduction or exemption, taxpayers must pay taxes in 
accordance with the regulations. 


Chapter V. Collection of Taxes 


Article 20. The method of tax collection is specified by the tax authorities 
in accordance with the tax laws, and by taking into consideraton the taxpay- 
ers' production and business operations, and their level of financial manage- 
ment. The method used should make tax-collecting a readily manageable job. 
Among the major methods are: Tax collection based on audits, inspections, 
and verifications; collecting taxes in fixed amounts at regular intervals; 


and collecting, withholding, and paying taxes on another's behalf. 


Article 21. The management of tax collection may take the following forms: 
stationing tax personnel in factories or in different trades and areas to over- 
see the work; or assigning a roving group for this purpose. The tax author- 
ities will specify the methods of managing tax collection. The taxpayer's 
supervisory organs, as well as the trade and neighborhood organizations to 
which he belongs should coordinate their efforts and help the tax authorities 
properly manage the work of tax collection. 


Article 22. Collecting agents should fulfill their obligation in collecting, 
withholding, and paying taxes on another's behalf, and go through the respec- 
tive procedures in accordance with the provisions of the tax laws, as well as 
the rules specified in the certificates for collecting agents. The tax au- 
thorities should pay a service charge to collecting agents as required by 
regulations. 








Article 23. The tax authorities have the right to inspect, verify, and 
register the taxpayer's goods and taxable properties. 


Article 24. The competent tax authorities may require taxpayers engaged in 
temporary business operations to assign a guarantor for tax purposes or to 
prepay the pleged money for similar purposes. They may set a time limit for 
settling tax payments. If the taxes are not settled within the time limit, 
the guarantor will be responsible for paying the taxes, or the pledge will be 
used to pay the taxes. 


The competent tax authorities should write a receipt when receiving, in ad- 
vance, the pledge in lieu of tax payment. 


Article 25. A taxpayer overpaying his taxes may submit a refund request to 
the original tax-collecting organ within a year after the overpayment day. 
The overpaid portion will be refunded after the tax authorities at or above 
county level given their approval. The tax authorities will not handle re- 
quests made beyond the time limit. 


Chapter VI. Management of Accounts, Invoices, and Certificates 


Article 86. In accordance with the state's financial and accounting decrees, 
as well as the stipulations of the tax authorities, taxpayers should estab- 
lish a sound financial and accounting system, assign perscnnel to handle tax 
payments, and maintain a complete account book, vouchers, payment records, tax 
payment receipts, and other tax-related documents. Individual taxpayers truly 
incapable of establishing account books may request the permission of the tax 
authorities at and above county level to temporarily put off the establishment 
of account books. However, they must maintain a complete set of tax-related 
documents such as invoices, payment records, and tax payment receipts. Col- 
lecting agents should set up special accounts as stipulated, and take good 
care of the records of taxes which they collect, withhold, and pay on another's 
behalf. 


The competent tax authorities should be immediately notified if the records 
mentioned in the preceding paragraph are lost. 


Article 27. A duplicate of the financial and accounting rules formulated by 
the supervisory organ of the taxpayer for their department should be delivered 
to the tax authorities at the corresponding level. The financial and account- 
ing rules of the taxpayer and the method of handling his specific finance and 
accounts should not contradict the tax laws. If such contradiction occurs, 
the tax laws should be observed. 


Article 28. Invoices will be managed by the tax authorities in a unified 
manner. Without the approval of the tax authorities at and above county 
level, no units or individuals are allowed to print, sell, or undertake to 
print invoices. 


With the exception of special vouchers certified by the tax authorities, all 


invoices should be printed with the invoice supervision stamp of the tax au- 
thorities at and above county level. 


35 








Article 29. Taxpayers and collecting agents should preserve and use the in- 
veices as stipulated by the tax authorities. 


Article 30. The tax authorities should establish archives of tax collection 
for taxpayers on a household basis, take good care of these records, and make 
them strictly confidential. 


Chapter VII. Tax Investigation 


Article 31. Taxpayers and collecting agents are subjected to tax organs’ su- 
pervision and inspection. They must report the situation factually and provide 
the relevant information and must not hold back facts, or obstruct inspection, 
or create difficulties for it. 


Before conducting a tax investigation, a tax collector must show his tax in- 
spection card. 


Article 32. According to needs and with the approval of a provincial-level 
people's government, tax organs may set up joint investigation stations (units) 
at terminals, piers, and airports as well as other vital communications jun- 
ctions with other relevant departments to check tax payment. Where there are 
no joint investigation stations (units), they may also operate tax investiga- 
tion stations (units) singularly if it is absolutely necessary. Business 
administrative, public security, communications, railway, civil aviation, 
postal and telecommunications, and banking departments should provide them 
assistance. 


Article 33. When a taxpayer goes to another part of the country to engage in 
production, operate a business, or provide personal labor service, he must 
bring with him the proof of tax payment issued to him by his original tax 
organ and register at the tax organ of the new location and receive its tax 
investigation. 


Article 34. When a permanent business operates in an urban or country fair, 
it should display its tax records, or other relevant documents issued by a 
tax organ. 


Chapter VIII. Handling of Violations 


Article 35. In handling violations, tax organs must create files for all 
cases, verify the facts, and handle the cases according to law. They should 
also give written notifications to the parties concerned on how their cases 
are handled. 


Article 36. If a taxpayer violates one of the following, in addition to being 
ordered to take remedial measures within a time limit, he may also be fined up 
to 5,000 yuan considering the circumstances: 


l. Failing to make tax registration, or to register tax payment, or use his 
tax registration records according to regulations; 
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2. Failing to have his tax payments assessed according to regulations; 
3. Failing to report his taxes according to regulations; 


4. Failing to establish an account, or use and keep his tax payment docu- 
ments . 


5. Failing to provide information on tax payment according to regulations; or 
6. Refusing to accept tax organs’ supervision and inspection. 


Article 37. Tax error, delinquency, evasion, and refusal to pay taxes shall 
be handled according to regulations outlined below: 


l. Tax error: This refers to a taxpayer's unintentional failure to pay 

taxes, or pay the full amount of taxes. One who makes a tax error shall be 
notified by the tax organ to pay up the difference according to regulations 
within a time limit. If he fails to do so, an additional 0.5 percent surcharge 
will be imposed on the unpaid amount of taxes each day, beginning from the day 
the tax error is made. 


2. Tax delinquency: This refers to failure of a taxpayer who, for some rea- 
son, fails to pay taxes, or the full amount of taxes, within the time limit set 
by the tax organ. The tax organ, in addition to ordering the tax defaulter to 
pay up the unpaid amount according to regulations within a time limit, will also 
imposed a 0.5 percent daily surcharge on the unpaid amount, beginning from the 
day of the delinquency. 


3. Tax evasion: This refers to the conduct of a taxpayer who evades paying 
taxes by fraud and concealing facts. In addition to ordering the tax evader 
to pay the amount of the evaded taxes according to regulations within a time 
limit, the tax organ will also fine him up to five times the amount of the 
evaded taxes. The person directly responsible for the tax evasion and one who 
instigates, incites, or abets tax evasion may be fined up to 1,000 yuan. 


4. Refusal to pay taxes: This refers to the conduct of a taxpayer who re- 
fuses to fulfill his obligations to pay taxes according to the tax law. In 
addition to ordering the one who refuses to pay taxes to pay the amount of un- 
paid taxes according to regulations within a time limit as well as imposing a 
fine on him five times that of the amount of unpaid taxes, the tax organ may, 
in accordance with the taxpayer's actual situation, impose on him an addition- 
al fine of up to 50,000 yuan. A fine of up to 1,000 yuan may also be imposed 
on whoever is directly responsible for the refusal and on those who instigate, 
cover up, or support the refusal. 


Article 38. When a taxpayer fails to respond to notifications for him to pay 
his unpaid taxes, delinquency surcharge, and fines, the tax organ may adopt 
the following measures as it sees fit: 


1. Officially notify his bank to deduct the amount from his account, and 
transfer the amount to the state treasury. 








2.  Revoke his tax registration and stop issuing tax payment documents to him 
until he pays up. 


3. Request the business administrative departments to revoke his business 
license and suspend his operation until he pays up. 


4. Request the people's court to enforce payment when the three measures 
mentioned above are ineffective. 


Article 39. When a collecting agent violates Articles 16, 17, 22, 26, 29, 
and 31, he should be handled according to the regulations prescribed in 
Articles 36, 37 and 38 of this chapter. 


Article 40. When taxpayers, collecting agents, and other parties concerned 
have a dispute with a tax organ over tax payment or the handling of tax 
violations, they should, first of all, pay the tax, delinquency surcharge, and 
fines according to the tax organ’s decision; adn then, within a 10-day period, 
request a higher tax organ to reexamine the case. The higher tax organ should 
make a reply within 30 days after rece:ving the petitioner's request. Should 
the petitioner disagree with the reply, he may prosecute the case at the 
people's court within 30 days after receiving the reply. 


Article 41. When a taxpayer's tax violation constitutes a crime, the tax 
organ should request the judicial organ to have his criminal responsibilities 
investigated. 


Chapter IX. Supplementary Articles 


Article 42. These regulations are not applicable to the income taxes of Sino- 
foreign joint ventures and foreign-owned enterprises, personal income tax, 
custom duties, and the collection and management of agricultural taxes. 


Article 43. The Ministry of Finance shall be responsible for interpreting 
these regulations; and the people's governments of all provinces, autonomous 
regions, and municipalities directly under the central government shall draw 
up their implementation measures on the basis of these regulations. 


Article 44. These regulations become effective on 1 July 1986. 
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FINANCE AND BANKING 


PROGRESS OF XINJIANG'S FINANCIAL UNDERTAKINGS REVIEWEI 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 12, 4 Dec 85 pp 56-57 


[Article by the Xinjiang Uygur Autonomous Region Branch of the People's Bank 
of China: "The Advancing Financial Undertakings of Xinjiang" ] 


[Text ] This year is the 30th anniversary of the founding of Xinjiang Uygur 
Autonomous’ Region. In the past 30 years, in accordance with the party's 
policy of regional national autonomy, Xinjiang's financial undertakings have 
made great. achievements in stopping inflation during the early period of the 
founding of the PRC, unifying monetary systems, stabilizing prices on the 
basis of accelerating national economic recovery and development, supporting 
socialist transformation, promoting national economic readjustment and 
developing the socialist economic construction of the autonomous region. 
Especially since the 3d Plenum of the 11th CPC Central Committee, Xinjiang's 
financial undertakings have made fresh developments. 


Great Achievements 


By the end of 1984, Xinjiang had established 1,542 banking organizations at 
all levels and 818 rural credit cooperatives with 19,568 staff and workers. In 
the past 30 years, under the correct leadership of party committees and 
government organs at all levels, all staff members and workers of banking 
organizations and credit cooperatives have worked hard and made contributions 
to developing Xinjiang's financial undertakings. 


1. They have vigorously organized deposits to pool large amounts of production 
funds for developing the economic construction of the autonomous region. At 
the end of 1984, the balance of all deposits reached 8.39 billion yuan, an 
increase of 27-fold over 1955, of which, savings deposits increased fortyfold 
pooling large amounts of production funds for Xinjiang's economic development. 
The people's savings deposits of Xinjiang accounted for 33 percent of all 
deposits. 


26 They have vigorously issued rural and animal husbandry loans to support 
agricultural and animal husbandry production and the development of the 
commodity economy in rural and pastoral areas. In the past few years, along 
with the development of the reform of the rural economic structure, banks and 
credit cooperatives have changed from simply supporting agricultural and 


39 








animal husbandry production to supporting major projects of agriculture, 
forestry, animal husbandry, sideline production, fishing, industry, commerce, 
transport, service and various other industries as well as the all-around 
development of township enterprises. By the end of 1984, the balance of 
various agricultural and animal husbandry loans issued by all banks and credit 
cooperatives in Xinjiang reached 870 billion yuan, an increase of 22-fold over 
1955. 


3. They have strengthened control over circulating funds and accelerated the 
development of industrial production and the continuous expansion of commodity 
circulation. In the past 30 years, industrial loans issued by various banks 
in Xinjiang have increased 28.3-fold and commercial loans, 7.3-fold. Since the 
3d Plenum of the 11th CPC Central Committee, they have further increased loans 
to the collective and individual sectors of the economy and promoted the 
development of the tertiary industry. In the past few years, banks have 
implemented the principle of "dealing with each case on its merits and 
Supporting those whith outstanding qualities" in credit work, and strengthened 
the function of the interest lever. In accordance with the decision of the 
State Council, they have also put the circulating funds of state-run 
enterprises under the unified control of banks and thereby effectively 
promoted the rational use of enterprises' circulating funds, speeded up 
capital turnover and improved administration and management. 


4, They began in 1979 to issue loans for fixed assets to promote the 
development and construction of the autonomous region and the technological 
progress of enterprises. By the end of 1984, the balance of various fixed- 
asset loans issued by banks had reached 56.(89 million yuan. 


5. They have adapted to the policy of opening to the outside world and 
expanded international financial business. The Urumgi Branch of the Bank of 
China was established after the 3d Plenum of the 11th CPC Central Committee. 
In addition to handling deposits, loans and account settlements in foreign 
currencies and renminbi, this branch has also dealt with international trust 
businesses and established representative business relations with 374 banks 
and their branches in 72 countries and areas. Comparing 1984 with 1980, its 
foreign exchange earnings increased 6.24-fold, its foreign trade loans, 3-fold 
and its foreign exchange loans, 1.68-fold. 


6. They have reformed the control system of capital construction investment 
and increased economic results. In the past 30 years, construction banks in 
Xinjiang have provided 21.54 billion yuan in capital construction funds in the 
forms of appropriations, loans and commissions, which helped build 17,948 
investment projects and added 14.64 billion yuan of fixed assets. 


7. They have developed insurance business and established an economic 
compensation system. At present as many as 23 kinds of domestic insurance are 
available in the region and the total value of insured properties has reached 
3.99 billion yuan. Also available are four kinds of foreign insurance. This 
has ensured the stability of society and the people's living standards and 
reduced the financial burden on the state. 
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8. They have stabilized currency and commodity prices and created a good 
economic environment for Xinjiang's economic construction. They have, on the 
one hand, supplied currency for continuously expanding commodity production 
and circulation and, on the other hand, used credit to vigorously support 
commercial departments in expanding the market supply of readily marketable 
commodities, organized savings deposits in urban areas and towns, strengthened 
cash control and organized the withdrawal of currency from circulation. They 
have also conducted on a regular basis, typical investigations of the currency 
circulation situation on the market. Since the founding of the autonomous 
region, Xinjiang's currency circulation has been basically normal and its 
market prices stable. 


9. They have reformed the banking system and established a new socialist 
financial system with the Bank of China as its core and various specialized 
banks and insurance companies as its main body. 


10. They have trained many minority cadres to take care of financial work, 
established a contingent of financial experts to serve the masses and, in 
particular, trained a group of minority financial cadres who have special 
knowledge in finance and the ability to establish close relations with the 
masses. At present, 34 percent of Xinjiang's financial workers and 32.8 
percent of leading cadres at and above the level of county branches are 
minorities. 


Useful Experience 


In the past 30 years we have gained the following experiences in financial 
work: 


1. We must deeply understand the position and function of banks in the 
national economy. Banks are an important sector of the national economy. 
They accelerate naticnal economic development by giving full play to the 
functions of economic levers. There have been three periods in the past 30 
years in which the functions of economic levers were put to better use: 1) The 
period of socialist transformation, which helped establish the socialist 
ownership system in the autonomous region; 2) the economic readjustment period 
of the 1960's; and 3) the new period between the 3d Plenum of the 11th CPC 
Central Committee and now. The main reason why the functions of banks were 
put to better use during these three periods is that banks were considered as 
levers in developing and readjusting the national economy and the regulatory 
mechanisms of banks were brought into play. Otherwise, if banks were 
considered only as a general cashier, their functions would not have been 
brought into full play. During the 5-year period of 1980 to 1984, the budget 
revenue of the autonomous region totalled 2.28 billion yuan while banks’ 
savings deposits increased 3.96 billion yuan, equivalent to 1.73-times 
financial revenue. When deposits increase, banks would have more funds 
available to aid the economic construction of the autonomous region. To sum 
up 30 years of experience, we should further deepen our understanding of the 
position and function of banks in the national economy, voluntarily do a good 
job in banking work and make more contributions to accelerating the economic 
development of the autonomous region. 
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2. To do a good job in Xinjiang's financial work, we must carefully consider 
the actual conditions of the Xinjiang area. Xinjiang is located on the 
northwestern border of the motherland and exercises regional national 
autonomy. It has abundant natural resources, which urgently need to be 
developed, and a vast territory with relatively backward transport facilities. 
Its economic foundation is weak, production technology and managerial level 
are backward, its enterprise economic results are poor and its ability to 
accumulate funds is limited. In addition, its local financial resources are 
insufficient and it relies on huge amounts of state financial subsidies. In 
our work, we have always paid attention to taking into account these 
characteristics of Xinjiang and put supporting Xinjiang's development and 
construction before all other work. In credit work, we have paid attention to 
implementing the principle of suiting measures to local conditions, proceeded 
from actual conditions of Xinjiang's enterprises and, under the prerequisite 
of adhering to various basic credit principles, properly relaxed policies to 
increase enterprises' ability to compete. We have also paid great attention 
to Supporting the production of special national commodities and the 
development of national trade. 


3. We must have a currency policy that can meet the demands of economic 
development. Over 30 years of practice prove that the currency circulation 
Situation must be in line with the commodity supply and demand situation on 
the market. We should not proceed one-sidedly from supporting economic 
development, and inappropriately expand the scale of credit and excessively 
issue currency. Banks' currency policy must be based on the dual-purpose of 
developing the economy and stabilizing currency. Excessive money supply is 
often related to the extended scale of capital construction investment and the 
abrupt increase of consumption funds. Therefore, banks must also pay attention 
to preventing the increase of money supply resulting from a loss of control 
over capital construction scale and consumption funds. 


4, We must further reform the financial structure and perfect the socialist 
banking system. Since it began to exercise the special functions of a central 
bank, the autonomous regional branch of the people's bank has intensified 
macroeconomic investigations and studies and strengthened control over’ the 
money market. Moreover, beginning in 1985, it has reformed the control system 
of credit funds for specialized banks and achieved preliminary success. in 
overcoming such defects as the supply system in the control of funds and _ the 
practice of “eating from the communal pot." All this is favorable for the 
central bank to give better play to the function of macrocontrol. After 
having formed a system of their own and separating their funds from those of 
the people's bank, specialized banks have strengthened vertical regulation and 
horizontal circulation of funds and brought into play their enthusiasm for 
making their own decisions in management and doing a good job in the control 
and use of funds. Neverthless, many things are not yet perfect. Judged from 
the situation of the autonomous region, the relations between the people's 
bank and specialized banks need to be smoothed out still further and_ the 
control system of funds also need to be further perfected so as to fulfill the 
general demand for enhanced macrocontrol and more microflexibility and meet 
the needs of the reform of the entire economic structure. 
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Bright Future 


In accordance with the guidelines of the 12th CPC Congress, the total 
industrial and agricultural output value of the autonomous region will reach 
42 billion yuan by the end of this century, more than quadruple that of the 
1980's figure. This has set forth an arduous but glorious task for our 
Xinjiang's financial front. Our major tasks from now on are: 1) Continue to 
reform and perfect the financial system, give full play to the control and 
regulatory functions of banks in the national economy and accelerate the 
realization of the general goal in the modernization drive of the autonomous 
region; 2) use multifarious means of credit to continue to expand the sources 
of funds and provide more funds for the development and construction of the 
autonomous region; 3) continue to increase the use benefits of funds and 
speed up capital turnover; 4) expand and improve international financial 
business activities, promote exports, continue to increase foreign exchange 
earnings and absorb more foreign capital; and 5) strengthen the modernization 
drive of banks and financial organizations, gradually adopt new electronic 
technology, train large numbers of financial experts and continue to upgrade 
the modernized management of banks. 


Looking ahead, we are full of pride and enthusiasm. Determined to work hard 
and advance while exploring, we are confident that there will be greater 
developments in Xinjiang's financial undertakings. 


12302 
CSO: 4006/498 








INDUSTRY 


VICE MINISTER ON PRODUCTION OF MACHINE-BUILDING INDUSTRY 
Beijing ZHONGGUO JIXIE BAO in Chinese 3 Dec 85 p 1 


(Interview with Ding Xiaonong, vice minister of the machine-building industry, 
by staff reporter Chang Yu [1603 2509] on 2 December on questions concerning 
the production situation of the machine-building industry in 1985 and 1986: 
"Production Slowed Down in the Second Half of This Year and Will Pick up 
Steadily Next Year") 


[Text] [Question] How is the production situation of 1985? What is the 
estimated growth rate of 1985? 


[Answer ] The machine-building industry is a department that provides 
technical equipment for all sectors of the national economy and at the same 
time provides some machinery and electrical products for the daily use of the 
people. Therefore, the production of the machine-building industry is closely 
related to national economic and social development. The abrupt increases of 
fixed-asset investment, bank credit and consumption funds before April 1985, 
especially during the fourth quarter of 1984, caused the social demand for 
machinery and electrical products to increase sharply, resulting in a steep 
rise in the production of the machine-building industry. In the first quarter 
of 1985, the production registered a 34.4 percent increase over the the 
corresponding period of 1984. After April 1985, the state strengthened the 
control of macroeconomy and adopted a series of control measures to prevent 
problems which may arise as a result of the excessive growth of the national 
economy. Consequently, the demand of various sectors for machinery and 
electrical products gradually declined. Since May a few products have been 
returned. The growth of the production of the machine-building industry has 
gradually slowed down. In the first half of 1985, the total output value 
registered a 33.3 percent increase over the corresponding period of 1984. In 
the second half of 1985, some products became unmarketable. As a result, from 
January to October 1985, the output value registered a 28.4 percent increase 
over the corresponding period of 1984, It is estimated that the annual rate 
of increase for 1985 will be 25 percent higher than that of 1984. 


[Question] How is the production situation of the machine-building industry 
in 19867 


[Answer] Next year will be the first year of the "Seventh 5-year Plan" period. 
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Arrangements for the annual production plan should be based on the "Seventh 5- 
year Plan" and the principles and policies put forward by the "Proposal of the 
CPC Central Committee for the Formulation of the Seventh 5-year Plan for 
National Economic and Social Development" must be implemented. In the 
"Explanation of the Proposal for the Formulation of the 'Seventh 5-year Plan'" 
Premier Zhao Ziyang pointed out: "The "Seventh 5-year Plan' period can be 
divided generally into two stages. In the first 2 years, we should 
concentrate on bringing the aggregate social demand under control and solving 
such problems as excessively high growth rate, overextended scale of fixed- 
asset investment, and abrupt increase of consumption funds...This will be more 
efficient than trying to solve all these problems in the second half of this 
year. It can avoid the losses and shocks resulting from braking too fast." 
According to this, the production of the machine-building industry may pick up 
steadily in 1986 as a switch from gradually slowing down in 1985. It is 
estimated that in 1986 the general production level will be somewhat higher 
than that of 1985, but the rate of increase will not be very high. 


[Question] How is the marketing situation of machinery and electrical 
products in 1986? 


[Answer ] The production and marketing of the machine-building industry are 
closely related to the arrangement for the plan of national economic and 
social development. According to the fixed-asset investment plan drawn up by 
the state for 1986, the machine-building industry will generally maintain the 
general investment scale of 1985 and make some minor readjustments to improve 
the set-up of investment and emphasize major construction projects. The demand 
for machinery and electrical products is expected to increase slightly. Due 
to changes in the composition of investment, equipment needed by basic 
industries such as energy, transport, communications, and raw and semi- 
finished materials will increase more than in 1985. For instance, power 
stations, transmission and transformer equipment, and auxiliary products may 
increase 15 to 20 percent compared with 1985. The initial plan for the total 
output value of the machine-building industry in 1986 is 5.8 to 8.5 percent 
higher than the estimated figure of 1985. The demand for production 
maintenance and repairs has a vital bearing on the general level of industrial 
production. Fittings of industrial and mining equipment, measuring and cutting 
tools, welding rods and general products needed for production maintenance and 
repairs will increase accordingly. Products which are used mainly as 
components of single-unit machinery such as motors, industrial bearings and 
electrical elements will increase as the production of main engines increases. 
Since bank credit is under proper control and the purchasing power of 
collectively-owned township enterprises and peasants is restricted, the 
demand for farm machinery and vehicles will not be higher than 1985. 
Especially in the case of large farm machinery such as caterpillar tractors, 
large combine harvesters and non-popular brand vehicles, the supply may exceed 
the demand. The demand for household electrical appliances and other machinery 
and electrical products for daily use is expected to increase over 10 percent 
due to the adjustment of workers' wages and the increase of peasants’ income. 
Popular-brand products in particular will still be in short supply. Export 
products are expected to increase by a relatively large margin because the 
State will take a further step to adopt policies and measures to encourage 
their production, but their proportion in the total output value of the 
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machine-building industry will still be very small. When analyzing the trend 
of production and demand, consideration should be given to the social 
inventory of machinery and electrical products which is expected to decline 
substantially by the end of 1985 as compared to the previous years but will 
still account for over 60 percent of the total annual output of such products. 
Especially those circulation enterprises which have a large inventory of 
machinery and electrical products probably will stop purchasing or puchase 
only a small number of such products in 1986. All departments concerned and 
departments in charge of the machine-building industry at all levels must pay 
attention to this phenomenon, keep abreast of market situations, and organize 
production in strict accordance with social demands. 


[Question] How is the supply situation of major materials and energy needed 
for the production of the machine-building industry in 1986? 


[Answer] The state will continue to adopt measures to achieve a basic balance 
between the aggregate demand and supply of society in 1986. It is estimated 
that in 1986 the supply problem of major materials and energy needed for the 
production of the machine-building industry will be eased compared with 1985, 
but the shortage situation will not be changed fundamentally. For instance, 
in 1986 there will be an increase in domestic steel products and a_ possible 
slight reduction in imported steel products as compared to 1985. In addition, 
under the current situation of supply shortage, the inventory in the first 
half of 1985 increased 12 percent as compared to the beginning of 1985 and it 
is not expected to decline at the end of 1985. Moreover, there is a great 
possibility that in 1986 metallurgical enterprises will overfulfill their 
production tasks, which shows that there is a great potential in the supply of 
steel products. Some machine-building enterprises waste large amounts of raw 
and semi-finished materials and consume too much energy in production. 
Therefore, it is not impossible to overcome the supply difficulty of primary 
Materials needed for the production of the machine-building industry if all 
departments unclog channels, strive to locate sources of supply, and 
vigorously reduce the consumption of goods and materials. With regard to 
energy supply, the gross value of energy output in 1986 is projected to be 
higher than the estimated figure of 1985. Solving the energy supply problem 
remains a major task for a considerable long time to come in the future. The 
shortage is expected to remain fairly serious in 1986. This demands that all 
enterprises adopt effective measures to save energy in every possible way. 


[Question] What other issues do we need to pay attention to in the production 
of 19867 


[Answer] In 1986, we still need to adhere to and implement the principle of 
"three advances and one improvement" and pay attention to the following 
issues: 


Efforts should be made to improve product qualicy and strengthen technical 
service. The practice of seeking only high speed and ignoring product quality 
and social and economic results must be corrected. To improve quality, it is 
necessary to strengthen control and technical and labor disciplines, make 








Stricter demands, intensify quality supervision and inspection, and perfect 
the quality inspection systen. This is a concrete expression of winning the 
trust of users and rendering service to the people. 


Great efforts should be made to develop variety and adopt measures to launch 
prompt mass production of new products while doing a good job in the 
production of products with advanced technology. This is an extremely urgent 
and important task for the machine-building industry in 1986 and a fairly long 
period of time in the future. 


To adhere to the principle of concentrating on the improvement of economic 
results, efforts should be made to reduce the consumption of goods and 
materials and the cost of production, further reduce losses, increase profits, 
speed up capital turnover, and prevent stockpiling and waste in addition to 
improving product quality. 


When marketing machinery and electrical products, priority must be given to 


guaranteeing the supply of major state projects. This is an unshirkable duty 
for all departments of the machine-building industry. 


Close attention should be paid to the market changes of machinery and 
electrical products. The principle of organizing production according to 
demand must be implemented to avoid stockpiling resulting from a blind input 
of materials. 


Conscientious efforts should be made to do a good job in the production of 
export products, strive to expand the exports of machinery and electrical 
products, and earn more foreign exchange for the state. This is an important 
task for a fairly long time to come in the future. 


In order to ensure a proper rate of increase for 1986, conscientious efforts 
should be made to carry out production preparation work in the fourth quarter 
of 1985, sum up safety work and carry out a general inspection of safety 
production. At present, there are many problems concerning the supply of raw 
and semi-finished materials. If there is a problem arranging material supply 
for production in the last month of 1985 and the first quarter of 1986, it is 
necessary to ensure a proper and normal growth rate for the production of the 
first quarter of 1986 even if it means an appropriate reduction in the growth 
rate of 1985. 
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INDUSTRY 


INDUSTRY REACHES NEW STEP IN REFORM 
Beijing BAN YUE TAN [SEMI-MONTHLY TALKS] in Chinese No 22, 25 Nov 85 pp 16-21 


[Article by the editorial department of BAN YUE TAN: “Industry Ascends to a 


New Step in Reform--the Third of A Series of Articles on the Study of Current 
Affairs") 


(Text ] The last year of the "Sixth 5-year Plan" is 1985. It is a year for 
carrying out the reform of economic structure in an all-round vay. It is also 
a year for the industrial front to ascend to a new step and reap rich fruits. 


Of the 65 major products included in the "Sixth 5-year Plan," 41 already 
reached the 1985 targets of the plan in the first 1 or 2 years. It is 
estimated that by the end of 1985, except for a few products such as_ yarn, 
cloth, and crude salt, all targets specified in the "Sixth 5-year Plan" will 
be fulfilled or overfulfilled. 


According to a reliable forecast, the total industrial output value of 1985 
will break the record of 800 billion yuan. The difference between the total 
industrial output value of 1985 and 1984 is tantamount to the total industrial 
Output value of i965--a year prior to the "Great Cultural Revolution." 


Reform Makes New Steps 


In 1985 the industrial front has made unprecedented achievements in regard to 
the extensive scale of reform, rich contents, rapid progress and remarkable 
results. The reform has been effectively and rapidly changing the face of 
China's industry and pushing industry into the new period of peak development. 


Industrial reform and achivements are demonstrated mainly as follows: 


1. With regard to the planning and control system, the scope of command plans 
has been reduced and that of guidance plans and market regulation expanded. 
Since the beginning of 1985, the variety of industrial products under command 
plans has been reduced from 123 to about 60. All products are under guidance 
plans except for the total social volume of major industrial products and raw 
Materials vital for major construction projects which are under state command 
plans. All products under guidance plans may be sold by enterprises on their 
own unless this is prohibited by special state regulations. Such products may 








be sold at unified fixed prices, floating prices or negotiated prices 
according to pertinent state regulations. The reform of the planning system 
has expanded enterprises' decision-making power and increased their vitality. 


2. With regard to the distribution of interests between enterprises and the 
state, the second step in the tax-for-profit reform has been carried out in 
enterprises. It is obvious that this reform has served three purposes: 1) 
Ensured a steady increase in state revenue; 2) further expanded enterprises’ 
financial rights and increased their share of profits; and 3) brought into 
play the role of taxes as an economic lever and helped strengthen macro- 
control. 


3. With regard to increasing enterprises' vitality, enterprises' decision- 
making power has been expanded mainly by adopting three measures: streamlining 
State administration and decentralizing state powers, utilizing the internal 
strength of enterprises and strengthening macro-control. At present, in 
addition to some small enterprises which have been invigorated, about 15 
percent of large and medium-sized enterprises have also increased their 
vitality markediy cue to the conscientious implementation of a series of 
policies and measures of the CPC Central Committee and the State Council. 


4, With regard to the leadership system and internal control of enterprises, 
the plant director responsibility system and _ the internal economic 
responsibility system have been carried out on a trial basis. The number of 
units experimenting with the plant director responsibility system has exceeded 
20,000 across the nation. After implementing the plant director 
responsibility system, most enterprises have been able to improve production 
command, operational control, the ideological and political work of party 
organizations and the democratic management of staff members and workers. 
Many enterprises have established and perfected a variety of internal economic 
responsibility systems. Coal mines whose products are under unified state 
distribution have implemented a wage contract system under which workers are 
paid for each ton of coal produced. After more than 1 year of practice, their 
Output has increased over 20 million tons and their staff members and workers 
have been reduced by over 30,000. 


5. With regard to the control of goods and materials, the variety of -zoods 
and materials under unified state distribution has been reduced from the 
previous 256 to the current 65. The variety of goods and materials under the 
control of various departments has also been reduced accordingly. Small and 
medium-sized cities have established means of production trade centers, 
allowing more means of production to enter the market, regulate social supply, 
and demand and invigorate the market. 


6. With regard to the control system of capital construction and the building 
industry, such reforms as changing state appropriations to loans and adopting 
investment contract and bid-inviting systems have been carried out. Since 1 
January 1985, the investments of all capital construction projects have been 
changed from free appropriations to loans, the investment contract system has 
been adopted for more than 100 major projects and the construction bid- 
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inviting system has also been further publicized. These reforms have changed 
the situation of "endless investment and marathon construction" and achieved 
the good results of less investment and a shorter construction period. 


T. With regard to the ownership system, the old pattern of unitary state- 
ownership system is now being replaced by the new pattern of simultaneous 
development of multiple economic sectors. Under the prerequisite that state 
ownership occupies the dominant position, China encourages and supports the 
development of collective and individual economies. In 1985, rural township 
enterprises and urban collective enterprises have developed rapidly and 
individually-owned industries have spread tc all urban and rural areas of 
China, totalling over 400,000 units. Some state-run industries have switched 
to collective management while maintaining their state ownership. Others have 
been contracted to collectives or individuals to be managed. The development 
of collective and individual enterprises has served the purposes of filling up 
the vacancies and invigorating the economy. 


8. With regard to economic ties, horizontal economic and technological 
cooperation and integration have become the trend of economic development in 
China. At a cooperation meeting jointly sponsored by the six large regions of 
China, agreements were reached on over 6,000 cooperative projects involving a 
total value of 3 billion yuan. Integrated bodies of urban technological 
cooperation, inter-trade and transregional integrated bodies of enterprise, 
technological markets, and consulting service networks have been established. 
The strengthening of economic ties has enabled advanced technology to transfer 
at an unimaginable speed from the east to the west, from urban areas to rural 
areas, from military to civilian sectors, and from scientfic research to 
production. 


Production Ascends to a New Step 


Under the motive forces of reform and the open-door policy, China's industrial 
production has maintained the favorable momentum of sustained, steady and 
coordinated development in 1985. The industrial production of 1985 has the 
following characteristics: 


The development of light and heavy industries is balanced. For a fairly long 
time in the past, the ratio of heavy industry was too high compared to that of 
light industry and heavy industry failed to serve the development of light 
and textile industries and agricultural production. This posed an essential 
problem which remained unsolved for a long time in China's economic 
construction. At present, agriculture, light industry, and heavy industry 
each account for approximately a third of the gross value of China's 
agricultural and industrial output and light and heavy industries each account 
for approximately a half of China's industry. Judged from the development 
level of China's productive forces, these ratios are balanced in general. 
From January to October 1985, the ratio of light industrial value to heavy 
industrial value was 49.8:50.2 which is expected to change to a more 
reasonable ratio of 50:50 by the end of the year. Compared with 1978 when 
light industry accounted for 43.1 percent and heavy industry accounted for 
56.9 percent, there has been a drastic change. This is the result of years of 
readjustment of the national economy. 
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The growth of energy production is even. From January to October, total 
energy output amounted to 690 million tons of standard coal, a 10.4 percent 
increase over the corresponding period of 1984 and a record high rate of 
increase in recent years. What is more encouraging is the even growth rate of 
total energy output which maintained a monthly increase rate of about 10 
percent. At the same time, coal, electricity and oil output has also 
increased in an all-round way at the highest speed in recent years. 
Implementing the principle of simultaneously developing all sizes of state, 
collective and individual enterprises, township coal mines and small hydraulic 
power stations have suddently come to the fore, made rapid developments and 
become a new force of China's energy production. Now there are over 60,000 
township coal mines and over 70,000 small hydraulic power stations across the 
country. They have made distinct contributions to alleviating local energy 
shortages. 


Popular-brand, good-quality, readily marketable light and textile products 
have increased by a wide margin. Since the beginning of 1985, due to a large 
social demand, light, textile and electronics industries have developed at a 
fairly high speed. At the same time, they have changed product mix and 
increased variety, designs and high- and medium-grade products’ through 
integration, cooperation and technological transformation. In the first 10 
months of 1985, household appliances such as refrigerators and color TV sets 
increased 1.8- and 2.4-fold respectively; wool fabric, paper, cardboard, and 
cameras increased from 13.5 to 42 percent respectively; and the output of 
popular-brand products such as Fenghuang and Yongjiu bicyles, Wanbao and 
Xuehua refrigerators, and Bailan and Youyi washing machines increased by an 
even wider margin. Another change in the light, textile, and electronic 
products of 1985 is that product variety and designs have increased 
substantially and the ratio of high- and medium-grade products has increased. 


Most products of the raw and semi-finished materials industry have increased 
steadily. In order to guarantee the needs of major construction projects and 
industrial and agricultural production, the rates of increase for the output 
of steel products, steel, and pig iron have been stabilized between 6 to 10 
percent while steel plates, seamless steel tubes and small wire rods have been 
allowed to increase by a larger margin. The output of cement, plate glass and 
soda ash has also increased by varying degrees. 


In the first half of 1985 some people had some worries about the excessively 
high speed of industrial growth, the decline in product quality and the slow 
improvement of economic results. Thanks to the efforts of all fields, these 
problems are now being gradually solved. 


1. Industrial growth has gradually slowed down. In the first half of 1985 
the industrial growth rate was relatively high and the monthly increase was 
between 22 to 25 percent compared with the corresponding period of 1984. In 
July, the rate of increase began to decline. By October, it had declined to 
11.7 percent. The annual increase rate is estimated at about 19 percent. 


2 The tendency of quality decline has already stopped. The quality of many 
products has begun to improve. 


51 








3. Economic results have somewhat improved and revenue has increased by a 
wide margin. From January to October, energy consumption was reduced, labor 
productivity increased and circulating fund turnover speeded up in industrial 
production. What is especially noteworthy is that output value, tax and 
profit delivery to the state, and revenue have continued to increase in 
tandem. 


New Progress in Technology 


In 1985 and the "Sixth 5-year Plan" period, China's industrial front made 
outstanding progress in technology and provided reserve strength for economic 
development in the "Seventh 5-year Plan" period. Technological progress is 
demonstrated mainly in the following aspects: 


Major construction projects focusing on energy and communications projects 
have progressed smoothly and a number of enterprises with relatively advanced 
technology and equipment have been completed and put into production. From 
January to September, China has completed and put into production 14 large and 
medium-sized projects and 24 single-item projects. Among the major large and 
medium-sized projects completed are the Dahua Hydraulic Power Station of 
Guangxi and the Mudanjiang Power Plant of Heilongjiang which each have an 
installed capacity of 400,000 KW and the Qinghai-Xizang highway reconstruction 
project (the section between the Kieshui He of Qinghai and Lhasa). Among the 
Single-item projects completed are the Liaohe and the Xinjiang oilfield 
construction projects, which have increased crude oil production capacity by 
1.2 million tons and 600,000 tons respectively, and the second-phase 
construction of the coal wharf of the Qinhuangdao harbor. What is especially 
encouraging is that the first-phase construction of the Baoshan General Iron 
and Steel Plant of Shanghai, which has the international standards of the late 
1970's, has been basically completed and began trial production in mid- 
September. It has produced iron, steel, and steel products. 


All 50 large and medium-sized projects and 114 single-item projects which the 
State plans to complete and put into production in 1985 will be completed and 
put into production before the end of 1985 except for a few where there are 
still some problems waiting to be solved. Among the plans designed to 
increase energy and communication production capacity in the "Sixth 5-year 
Plan” period, plans to increase power generating capacity and coal and crude 
oil production have been overfulfilled; plans to increase the mileage of 
Multi-track railways and rail electrification have been fulfilled by about 90 
percent. 


Technological transformation has been strengthened. During the "Sixth 5-year 
Plan" period, the rate of increase for rennovation and transformation 
investment has been higher than that of capital construction investment in 
existing enterprises and institutions and 80 percent of the renovation and 
transformation investment has been used for increasing production, practicing 
economy, increasing product variety, and improving product quality. During 
the 4 years between 1981 and 1984, state-owned industrial enterprises began 
nearly 200,000 investment projects concerning technological measures, invested 
a total of 94.75 billion yuan and completea 99,000 transformation projects, 
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averaging 1.14 project per enterprise. 


Technology import has been quickened and its scale gradually expanded. 
According to statistics, from 1983 to the first half of 1985, state foreign 
exchange has been used to sign contracts and conclude over 3,000 deals which 
involve nearly $3 billion, thereby fulfilling ahead of schedule the plan of 
the State Council to import 3,000 technological items in the last 3 years of 
the "Sixth 5S-year Plan" period to transform existing enterprises. The 
Overwhelming majority of these projects are the advanced technologies of 
l 1970' 


foreign countries in the 


Technological imports and transformation have played a positive role in 
accelerating the improvement of quality, variety, standards and economic 
results of China's industry. For j , cOal mines whose products are 
under unified state distribution h i sed the degree of mechanization in 
coal mining; the proportion of high-t rature and high-pressure generators 
in all generator sets has been increased; the textile industry has increased 
its processing capacity in the reatment, calendering and glazing of 
polyester-cotton; and energ nsumption has been markedly reduced in 
metallurgical and chemical uction. The economic results of imported 
technology are very outstand - According to the survey of imported projects 
already completed and put i ion in Beijing, Tianjin and Shanghai, 
on the average eacn 1 yuan of inves ean create 2.5 to 2.8 yuan of output 
value and 0.5 to 0.8 yuan of tax and profit delivery a year and it takes only 
2 to 3 years to recover all ti s t 


Yr Iinearans 
. insvan 


Continue To Scale New Heights 


Major problems now existing on China's industrial front are as follows. There 
is much to be desired in revitalizing enterprises, especially state-owned 
large and medium-size enterprises; they have not really become relatively 
independent socialist commodity producers and dealers who have decision-making 
power in management and assume sole responsibility for their own profits and 
losses; their product quality is poor; their material consumption is high; 
they use a large amount of circulating funds; and their product mix is 
irrational. 


We believe that under the leadership of the party and amid structural reform 
and technological progress, the over 50 million staff members and workers of 
China's industrial front will gradually solve these problems in the "Seventh 
5-year plan" period and lay a solid foundation for China's industrial takeoff 
in the 1990's. 
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INDUSTRY 


SHORT-FIBER POLYESTER EQUIPMENT MANUFACTURED 
Beijing GONGREN RIBAO in Chinese 25 Dec 85 p 1 


[Article by reporters Shen Jianhong [3088 0494 5725] and Qian Peijian [6929 


1014 1017]: "A Complete Set of Short-fiber Polyester Equipment With an Annual 
Capacity of 15,000 Tons Passed Examination" ] 


(Text ] A complete set of short-fiber polyester equipment with an annual 
production capacity of 15,000 tons, which is one of the major scientific and 
technological projects in the "Sixth 5-year Plan" period, was successfully 
manufactured after over 4 years of efforts and passed the state examination on 
24 December in the auditorium of the scientific and technological association 
of the Shanghai General Petrochemical Plant. 


Designed and manufactured by China, this complete set of short-fiber polyester 
equipment ranks first even on a world-wide scale. Since the beginning of the 
project in 1981, over 40 major units of 10 provinces and municipalities have 
joined in the battle to produce the equipment. Each of the six production 
lines consists of 141 individual machines of 73 different types. Among then, 
20 individual machines of 9 types are quality products imported from abroad. 
Total investment for building this equipment is 100 million yuan less than 
that for importing a complete set of similar equipment. The results of the 
examination show that the top-quality product rate of this domestic-made 
spinning equipment averages over 95 percent. As of today, this equipment has 
produced 62,500 tons of short polyester fiber, created 160 million yuan of tax 
and profit delivery to the state and basically recovered all construction 
investment. The production technology and equipment of these six production 
lines are close to advanced international standards. They have basically met 
the requirements for the large capacity of equipment, the continuation of 
technological process, the diversity of products and rational labor 
protection. They have also adopted the advanced technology of direct melting 
spinning. With each link connected to another in the whole process from 
melting polyester to dying and storing fiber, these production lines can 
produce a variety of fibers blended with wool or cotton. They will cause a 
major impact on enriching domestic chemical-fiber markets and beautifying the 
people's daily life. 
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The State Council sent a telegram to congratulate the examination and sum-up 
meeting. Hao Jianxiu, secretary of the Secretariat of the CPC Central 
Committee, delivered a speech at the meeting. 


Hao Jianxiu said: Considering from a long-term point of view, China's 
economic development cannot rely on and be controlled by foreign countries and 
always remain behind advanced countries. To build an advanced, modern 
socialist country and enable China to rank among the world's most advanced, 
we must work hard and dare to challenge the most difficult, scale the heights 
and take risks. The successful research and manufacturing of the complete sets 
of 15,000-ton short-fiber polyester production equipment and technology are an 
example of success. It has not only boosted the morale of the Chinese people 
but also increased our confidence in relying mainly on our own strength to 
revitalize the Chinese nation. This spirit of pioneers who dare to take risks 
and volunteer to shoulder heavy responsibility is exactly what we want to 
advocate and develop during the four modernizations. 


Over 400 representatives of various departments participating in the project 
attended the sum-up and examination meeting on 24 December. Wu Wenying, 
minister of the textile industry, summed up the results of the project. Six 
units, including No 2 Polyester plant of the Shanghai General Petrochemical 
Plant, at the meeting received silk banners displaying the words "aim high, go 
all out, and carry out a still greater plan." 
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SMALL-SCALE ENTERPRISES 


ACHIEVEMENTS OF ANHUI TOWNSHIP, TOWN ENTERPRISES EXAMINED 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 22 Feb 86 p 1 


[Article by Wang Yuling [3769 3768 3781], Gu Lijun [7357 4539 6511], Wu Jiang 
[0702 3068]: "Anhui Township and Town Enterprises Achieve Remarkable Success; 
Last Year's Total Output Value Equal to the Total of 4 Post Years; Number of 
100-Million-Yuan Counties Increases by 30"] 


[Text] The Anhui provincial CPC committee and government regard the develop- 
ment of township and town enterprises as a major strategic measure in 
stimulating the rural economy, has beefed up the forces of all management 
sectors at all levels and promoted the development of such enterprises, Last 
year gross output value for township and town enterprises provincewide reached 
8.52 billion yuan, nearly equivalent to the total figure for the past 4 years, 
and a 81.2-percent increase over the year before. The amount of profit 
realized and taxes submitted grew 72.4 and 87.3 percent, respectively, over 
the year prior. The number of counties where output value exceeded 100 
million increased from 15 the year before to 45 last year. 


The rapid development of Anhui's township and town enterprise has helped to 
advance the readjustment of the rural industrial structure. Last year 
township and town enterprise output value accounted for 16 percent of total 
output value for the province and for 36 percent of GVAO. The position of 
township and town enterprise in the province's economy is growing increasingly 
important. Its coal production is 50 percent of local production volume for 
the entire province; iron ore is 71 percent and its brick production, 83.2 
percent. In addition, tertiary industry in the townships and towns has also 
developed rapidly. In Hefei, Fuhu, and other cities, the number of beds in 
peasant-run hostels now exceeds the total for state-run hotels. At present 
3.31 million are employed in township and town enterprises, or 17 percent of 
the province's total rural labor force, 


Gross output value in 1983 for the township and town enterprises of Anhui, a 
province with a fairly weak base and slow to begin reform was only 1.9 billion 
yuan. Due to th: great efforts of the provincial CPC committee and government 
these last few years in developing township and town enterprise with the 
cooperation of all sectors, development has been rapid throughout the province. 
Household=- and combined household-=run enterprises have sprung up all over and 
showed a 175=-percent increase last year in output value compared to the year 
before, which accounted for 44 percent of gross output value of all township 
and town enterprises. 
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SMALL-SCALE ENTERPRISES 


LIAONING TOWNSHIP, TOWN ENTERPRISE DEVELOPMENTS REPORTED 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 19 Feb 86 p 1 


[Article by Shi Yongsheng [0670 3057 3932]: "Secretary Li Guixian of 
Provincial CPC Committee Proposes That Great Efforts Be Made To Develop 
Township and Town Enterprises" ] 


[Text] Li Guixian [2621 6311 7639], secretary of the provincial CPC 
committee, proposed recently that great efforts should be exerted to 
develop township and town enterprises. 


Recently the sixth plenum of the second Liaoning Province CPC Committee 

and the Rural Work Conference were convened. Li Guixian, CPC committee 
secretary, proposed work plans for 1986. He said that in order to increase 
rural productivity, the labor force must be divided up among local industry, 
transportation, service, and other local industries. In this we must emulate 
Jiangsu and exert great efforts to develop township adn town enterprise, 

This is our only way out. 


To develop township and town enterprise, we must thoroughly implement the 
relevant guiding principles and continue to liberalize policies to create 

the necessary conditions for the even more rapid development of township 

and town enterprises as relates to funding, materials, personnel, and 
technology. In order to resolve the funding problem, in addition to relying 
on the accumulation of funds raised by the enterprises themselves, last 

year the province supplied them 30 million yuan circulating funds. Seeing 
as the cities and counties have more money this year, I suggest that they 
give a little more to support township and town enterprises. As for the 
technology problem, since we have so many large cities and retired personnel, 
we could employ them in addition to using various channels to train staff. 

We should not be afraid, because if we do our job well, there will not be 
any problems. Regarding the problem of raw materials, the goods and 
materials departments at all level must support township and town enterprise. 
Some products that are part of the plan and export products must be provided 
them in a planned fashion without discrimination. We must improve technical 
reform and raise the technical and production levels of township and town 
enterprises. Township and town enterprises, too, should be able to enter 
world markets, not just state-run enterprises. 
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SMALL-SCALE ENTERPRISES 


PROBLEMS OF LIAONING TOWNSHIP, TOWN ENTERPRISES DISCUSSED 
Beijing ZHONGGUO XIANGZHENQIYE BAO in Chinese 22 Feb 86 p l 


[Article: "Liaoning Township and Town Enterprises Overcome Shortages of 
Capital, Natural Disasters, and Other Serious Problems To Earn 14 Billion Yuan 
in Revenue" ] 


[Text] Faced with macroeconomic controls, a tight money market and serious 
natural disasters, Liaoning Province's township and town enterprises overcame 
countless difficulties in 1985, continued to develop and fulfilled plan 

norms 2 months ahead of time. The figure for last year's total revenue for 
the province's township and town enterprises may reach 14 billion yuan, for 
an approximate 50-percent increase over the year before. Tax revenue amount- 
ing to 1.43 billion yuan was remitted to the state, for an increase of 24.9 
percent compared to the year prior. 


Profound changes in the rural economy have occurred along with the develop- 
ment of township and town enterprise. More than 2.17 million members of 

the rural labor force have shifted over to township and town enttrprises and 
now account for 29 percent of the total rural labor force. In some regions 
where township and town enterprises are more developed, 50 to 80 percent of 
peasant income is derived from such enterprises. Despite serious natural 
disasters last year, township and town enterprises showed tremendous economic 
strength and demonstrated their vital supporting role in the rural economy. 
Township and town enterprises are making increasingly larger contributions 

to the state. During the Sixth 5-Year Plan, taxes paid by the enterprises to 
the state were five fold greater than the amount invested in them by various 
levels of the provincial government for the same period. Approximately 50 
percent of the profit was used in agricultural production and village and 
town construction. 


Liaoning's numerous large and medium-sized cities and its well developed 
industry form advantageous conditions for the development of township and 
town enterprises. The provincial CPC committee has called for the cities, 
large industry, and state-run industry to spur on the countryside, small-scale 
industry, and township and town industry. At present there are more than 
3,000 township and town enterprises in the province that have coordinated 
their activities with urban factories and mining enterprises, universities 
and technical schools, and units of scientific research, promoting the 
development of production. Doing processing work for the cities has now 
become one of three major township and town enterprises in Liaoning, with an 
output value accounting for 31.3 percent of the total. 
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SMALL-SCALE ENTERPRISES 


FUNDING PROBLEMS OF HENAN TOWNSHIP, TOWN ENTERPRISES DISCUSSED 
Beijing ZHONGGUO XIANGZHENGQIYE BAO in Chinese 19 Feb 86 p 1 


[Article by Zheng Yunmin [6774 6663 2402]: "Henan Province Township and 
Town Enterprise Output Value Reaches 15 Billion Yuan; Five Transformations 
Implemented, Sustained Growth in Production Achieved"] 


[Text] Despite funding difficulties, township and town enterprises in Henan 
have energetically implemented the "five transformations" and are showing 
sustained, stable development. Township and town enterprises provincewide 
increased last year from 770,000 the year prior to 1.09 million, for an output 
value of 15 billion yuan, a 50-percent increase over the year before. The 
five transformations consisted of: 


1. A shift from relying on bank credit to run enterprises to the enterprises 
raising their own funds. According to incomplete statistics, nearly 500 
million yuan in funds were raised last year throughout the province, of which 
190 million yuan were raised by the new townships and prefectures. Output 
value increased 380 million yuan. 


2. A shift from a two-level system of enterprise management (township and 
village) to "five wheels turning at once,” with the focus on household and 
combined household enterprise. Last year the number of enterprises run by 
individual households, combined households and village people's governments 
increased to 1.01 million, or 92.6 percent of all township and town enterprisexx 
enterprises, with an output value of 8,279,000,000 yuan, or 52.4 percent of 
total output value for all grade-5 enterprises. In areas such as Shangqui, 
Zhoukou, Kaifeng, Nanyang, and Zhumadian where towship and town enterprise 
had a late start, the speed of development has been particularly surprising. 
Output value for Shangqiu Prefecture’s tertiary enterprises accounts for 70 
percent of the total. 


3. The transformation of the old commune production teams- and brigade-run 
enterprises to cooperative stock enterprises. Last year the experience in 
reform of Mi County in "cleaning up production, examining capital, setting 
prices, and buying shares, cooperative business, and profit sharing according 
to the amount of stock held" was popularized provincewide, which led to 
increased economic returns for the enterprises, After the reform of the 22 
township-run enterprises of Sanmenxia, output value doubled and profits 
increased 3,7-fold. 


59 








4. The shift from "extensive" to "intensive" development. Last year township 
and town enterprises zeroed in on business management and technological 
innovation, thereby increasing economic returns. By taking measures such as 
improving technique and increasing product variety, township and town enter- 
prises in Mengjin County increased output value 51 percent, and profits by 107 
percent. 


5. The shift from isolated to open forms, the widespread development of 
importation from the outside and contacts with the interior and the 
strengthening of urban-rural cooperation. Last year, township and town 
enterprises in Henan brought in 450 million yuan in capital, more than 5,600 
pieces of equipment, over 3,900 technologies and more than 27,000 scientific 
and technical personnel and developed 6,600 urban-rural combined enterprises. 
The more than 300 cooperative enterprises run by 90-odd large factories and 
scientific research units in Loyang City together with villages in the 
metropolitan area showed an increase in output value of more than 200 million 
yuan and in profit of 26 million yuan in the same year. 
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SMALL-SCALE ENTERPRISES 


RAPID GROWTH OF YUNNAN TOWNSHIP, TOWN ENTERPRISES REPORTED 
Kunming YUNNAN RIBAO in Chinese 17 Feb 86 p l 


[Article: "Growth Rate of Township and Town Enterprises in Yunnan Last Year 
Exceeds that of Any Previous Year; ‘Prosperity Through Growth' Discussion 
Liberates Thinking, Promotes Commodity Production" ] 


[Text] Last year Yunnan's township and town enterprises showed encouraging 
growth. According to preliminary statistics of the relevant departments, the 
total number of enterprises reached 170,000, double that of the year before, 
Nearly 1 million persons were employed in the enterprises, for a 3l-percent 
increase over the year before, while total revenues were 2,426,000,000 yuan, 
an increase of 40 percent over the year prior. Compared to 1980, this figure 
quadrupled in 5 years, for an average annual increase of 32.3 percent. Last 
year's development was the most rapid to date. 


Last year a great discussion on "prosperity through growth" was initiated 
throughout the province, which liberated the thinking of the cadres and 
masses. CPC committees and governments at all levels are treating the 
development of township and town enterprise as a strategic measure in realiz- 
ing the goal of doubling agricultural production, while the vast ranks of 

the peasants see their participation in industry and sideline business as a 
route to enrichment. All levels have coordinated their efforts to energeti- 
cally develop township and town enterprise. For example, in Kunming City 

the number of enterprises run at the prefectural level increased 35.5 perceni, 
while township and town enterprises grew 32.3 percent and village-run 
enterprises increased 19.5 percent. Household and combined household enter- 
prises also showed great growth. For household and combined household 
enterprises alone, total enterprise revenues created eightfold to 98.29 million 
yuan from 10.91 million yuan the year before. In addition to the sustained 
growth of township and town enterprises in advanced prefectures, most prefec- 
tures with poorer conditions are also catching up. Township and town enter- 
prise revenue in the Dali Bai Nationality Autonomous Prefecture grew 74 
percent over the year before, and 70 percent in Lincang Prefecture, The 
figure for Nujiang Prefecture where township and town enterprise had a late 
start more than doubled. The following characteristics were observed in all 
regions in the development of township and town enterprise: 
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--New developments were made in the bringing in of technology which grew 

along with the urban reform. More and more technologies and talented personnel 
have been reaching the countryside. Taking note of this trend, many townshij 
and town enterprises have taken the initiative to link up with departments otf 
scientific research, universities, technical schools and state-run enterprises 
to obtain a variety of technology. Last year, agreements on 702 technical 
cooperation projects were reached provincewide; 530 have already been imple- 
mented. This has led to the integration of surplus urban personnel, 
technology, capital, and equipment with rural natural resources to form a new 
productive force. 


--Enterprises have been created by amassing capital from various sources. 
Despite the overall shortage of funding, many places have refused to wait 
passively and have used a variety of avenues to amass capital to run enter- 
prises, thus resolving the problem. They have, for example, improved enter- 
prise management, seeking every way possible to increase their own funds; 
raised funds from the peasants and the collective by issuing dividents; 
developed combined enterprises to attract capital from state-run and other 
enterprises; implemented compensation trade to earn capital from accepting 
orders for products; and squeezed a little money out of local reserves to 
focus on supporting core enterprises. 


--Outstanding development in mining industries has occurred. Last year, after 
the convening by the provincial CPC committee and government of the mining 
development conference, township and town mining enterprises have developed 
rapidly. The total number of small mines in the province grew to 1,267 and 
small coal mines increased to 5,700, providing more than 600 tons of raw coal 
to the state in 1 year. In addition, 1.1 million tons of iron ore were 
provided to the state, as were more than 300,000 tons of manganese, lead, 
zinc, aluminium, copper, and other ferrous metals. Total production output of 
raw coal, iron ore, phosphate rock, sulphur, manganese, and other major 
products produced by township and town enterprises accounted for approximately 
40 to 80 percent of total output of those products provincewide. 
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DOMESTIC TRADE 


INDUSTRIAL TRADE CENTERS STIMULATE HORIZONTAL TRADE 
Beijing LIAOWANG [OUTLOOK] in Chinese No 47, 25 Nov 85 p 6 


(Article by Ji Shifa [1213 0013 3127] and Li Haifu [2621 3189 3940): 
"Industrial Goods Trade Centers Revitalize Circulation"] 


[Text] Along with the development of the commodity economy and the opening of 
the market, a group of industrial goods trade centers have been established 
nationwide in the past few years. Characterized by their unique openness, 
flexibility and service, these trade centers have given a better play to the 
function of organizing commodity circulation on the basis of urban areas. 


We relied for many years on a closed, multi-link, distribution-type, vertical 
commercial wholesale system which is very unsuited to today’s flourishing 
commodity economy. Under such conditions, open trade centers emerged as the 
times required and injected new energy into commodity circulation. Take the 
Anyang Industrial Goods Trade Center of Henan Province for  exanple. 
Implementing the principle of "opening the door wide to promote purchases and 
sales in a big way," the center is open to all customers. State-run 
collective, individual, industrial, commercial, town and township enterprises 
are all allowed to talk and do business at the center. They are all welcomed 
with equally warm service. As a result, the center has enjoyed unprecedentedly 
brisk business. Between June 1984 and the end of October 1985, over 6,400 
industrial and commercial enterprises and over 2,800 individual and 
coordinated industrial and commercial enterprises of 28 provinces, 
Municipalities and autonomous regions throughout the country came to the 
center to talk business and strike deals worth more than 800 million yuan. For 
another example, the Lanzhou Industrial Goods Trade Center adopts the 
principle of "making no distinction between north and south and between public 
and private sectors, placing no restrictions on manufactures in procurement 
and setting no limits on volume in supply." It pursues a flexible pricing 
system and open operations. Since it began operations in July 1984, it has 
purchased 410 million yuan of commodities and made 450 million yuan in sales. 
The practice of many industrial goods trade centers such as the ones in Anyang 
and Lanzhou shows that exchanging commodities through trade centers is 
conducive to linking production directly to marketing and breaking regional 
and industrial barriers. It is an ideal form for unclogging circulation 
channels and speeding up commodity circulation. 








At present, the main channel of commodity circulation in China is still state- 
run wholesale enterprises which cannot be possibly replaced by industrial 
goods trade centers. But if the two are totally separated and set against 
each other, it would be unfavorable for the development and survival of 
industrial goods trade centers and more so for the revitalization of the 
socialist market. Because of this, establishing an organic link between 
industrial goods trade centers and commercial wholesale companies, enable the 
wholesale enterprises to play a leading role in multi-channel business deals 
and trading acitivites organized by the trade centers and help the trade 
centers to render better multi-purpose service for the wholesale companies to 
increase their vitality has become an important task for the reform of the 
commercial wholesale system. The success of the Anyang and Lanzhou industrial 
goods trade centers can be attributed precisely to the fact that they have 
properly handled their relations with state-run commercial wholesale 
companies. It has not only helped them achieve marked economic results in 
accelerating commodity circulation but also helped commercial wholesale 
enterprises achieve good economic results. Profits earned by Anyang's three 
wholesale enterprises and taxes and profits delivered by them to the state in 
the past year or so increased 24 and 34 percent respectively over the period 
before the trade centers were established. 


Industrial goods trade centers are mostly service-management types or 
Management-service types. Without multi-purpose service, the trade centers 
would be unable to organize trading activities. Therefore, they should 
continue to improve service facilities and strengthen service functions, which 
require funds. Relying on the state for more investment is out of the 
question and rent and lease money and commissions are too little; therefore, 
they should develop their own business operations while doing a good job in 
circulation service to accumulate funds and increase their potential for 
development. The self-reinforcement of industrial goods trade centers and the 
full development of their functions and roles are bound to invigorate the 
socialist market and help commodity circulation to play an increasingly 
positive role. 
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DOMESTIC TRADE 


WAN LI, LI PENG URGE GREATER HORIZONTAL COOPERATION 
Beijing RENMIN RIBAO in Chinese 30 Dec 85 p 1 


(Text ] During the national economic and technical cooperation work 
conference, Comrades Wan Li [8001 6849] and Li Peng [2621 7720] each heard 
reports on the situation in economic and technical cooperation. They affirmed 
the achievements which economic and technical cooperation has brought about, 
and demanded that all localities and sectors vigorously promote horizontal 
economic cooperation based on the principle of mutual benefit. 


Wan Li said, "Nationwide, economic and technical cooperation work has been 
quite beneficial in the last couple of years. It is a very important piece of 
work and can vastly benefit economic invigoration. We must achieve the three 
transfers: the transfer of technology, skilled personnel and products. In 
short, we must pursue an open-door policy. Transferring coastal technology to 
the interior works to the advantage of both sides. We must break down 
barriers; whoever is surrounded by them will fall behind. Transferring 
coastal technology and products to the interior is not easy; there are bound 
to be some impediments. The reluctance of developed areas to pass on 
technology or products, for example, or the inability of backward areas to 
digest them. Hence, economic and technical cooperation must proceed according 
to the principle of mutual benefit." 


Wan Li said, "Business management is a big issue. It will not do to have good 
technology without sound management. We must step up the training of cadres. 
We must prosper together. Those who are diligent, efficient and capable 
should naturally prosper ahead of others. Correspondingly, those who are 
indolent and unwilling to work will not prosper quickly. Egalitarianism and 
eating out of the same big pot will not get us anywhere." 


Wan Li pointed out, "The State Economic Commission must concern itself with 
national economic and technical cooperation and do so with good results." 


Li Peng stressed that like obtaining patents which can mean economic rewards, 
economic and technical cooperation and linkage should mean the transfer of 
technology in return for royalties. He said, “Economic and technical 
cooperation and linkage are technology transfer writ large. The transfer of 
technology in return for royalties helps promote the popularization of 
technology and encourages invention and innovation. What is not permitted is 
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charging exorbitant prices, not to mention fleecing. Technology transfer as a 
form of economic and technical cooperation plays an important role in 
invigorating China's enterprises and making its economy prosper." 


Li Peng said, "With power decentralization, enterprises have become more 
autonomous, but changes have also occurred in their original patterns of 
economic cooperation. To make better use of their potential in such areas as 
raw Materials and skilled personnel, a good method is to develop inter- 
enterprise cooperation in the form of integrated bodies. Such bodies may come 
in a variety of shapes and sizes and are more or less tightly knit. Some 
straddle sectors, regions and systems of ownership. Subsidiary relations need 
not be affected in all cases. When enterprises want to establish integrated 
bodies, the agencies should not stand in their way unreasonably but should 
give them support." 


Li Peng said, "Economic and technical cooperation has had a very impressive 
record in recent years and is gaining strength all the time. It is an 
important part of the reform of China's socialist economic system. The 
development of our economy is grossly lopsided. The gaps between the eastern 
and western parts of the nation are an objective reality and imbalances exist 
even within a province or region. To make sure that advanced technology anc 
experience are disseminated and applied, a good approach is to augment 
horizontal linkages and promote cooperation and exchanges." 
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DOMESTIC TRADE 


TIANJIN'S HORIZONTAL ECONOMIC TIES DISCUSSED 
Beijing RENMIN RIBAO in Chinese 12 Nov 85 p 1 


[Text] In the past few years, Tianjin's transregional horizontal economic 
relations have developed rapidly. Its economic activities are gradually 
developing from a simple vertical link to a horizontal link between different 
regions and industries. 


Since 1980, Tianjin Municipality has established long-term economic 
cooperative relations with 22 provinces and municipalities. The cooperative 
office of the municipal government alone has organized talks on over 4,200 
projects including over 700 projects of integration, over 2,500 projects of 
technological cooperation and 930 projects of personnel cooperation. About 50 
percent of these projects have been completed or basically completed. In 
order to adapt to horizontal economic development, the Tianjin Municipal 
Government has set up administrative organs in Beijing, Shanghai, Guangzhou 
and Shenzhen. More than 20 provinces and municipalities have set up 
government administrative offices in Tianjin Municipality. The economic 
cooperative office of the Tianjin Municipal Government has also established 
information exchange and cooperation relations with 150 units of 28 provinces 
and municipalities. A horizontal economic network which links upper and lower 
levels and departments at the same level is now taking shape. 


In order to perform the function of a central city, Tianjin Municipality has 
also established throughout the country more than 30 different types of trade 
centers and 427 differnt types of technological development and consulting 
service organizations, accelerating the exchange of goods and materials, 
commodities and scientific and technological achievements. Through various 
forms of integration and cooperation, the economic cooperation office of the 
Tianjin Municipal Government alone has purchased more than 100 varieties of 
goods and materials in short supply which amount to 1.6 billion yuan in total 
value. 
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DOMESTIC TRADE 


SHANDONG DEVELOPS EXPORT-ORIENTED ECONOMY 
Beijing GUOJI SHANGBAO in Chinese 21 Oct 85 p 2 


[Article by Li Chongwei [2621 1504 1218] and Chen Jiaqin [7115 1367 0530]: 
"Shandong Province is Advancing Toward the Direction of Developing An Export- 
oriented Industrial Structure of Trade, Industry and Agriculture"] 


[Text] The total export volume of Shandong Province is one of the largest in 
the country. Since the beginning of this year, in spite of a national shortage 
in the sources of export goods, Shandong has had an abundant supply of goods 
and managed to increase exports due to leaders' attention and proper measures. 
This year, Shandong Province is planning to strive to over-fulfill the state- 
assigned export plan. 


The reason Shandong's export trade can develop so fast is that they have 
already begun developing step by step an export-oriented industrial structure 
of trade, industry and agriculture. Their major experiences are as follows: 


1. Major leading comrades have been personally involved in investigations and 
Studies and paid great attention to ensuring the sources of export goods. 
Since the beginning of this year, party committees and government organs at 
all levels in Shandong Province have further strengthened leadership over 
export work. Liang Buting, secretary of the provincial CPC committee, has 
attended many briefings on foreign economic relations and trade of various 
cities and prefectures and helped them solve problems in this work. In April 
of this year, the provincial government held a special work conference on 
foreign trade and exports. Proceeding from the reality of Shandong Province, 
participants at the conference studied and formulated several measures and 
methods to encourage exports and support production. They also stressed the 
sources of export goods and marketing promotion in foreign countries. Not long 
ago, Governor Li Changan personally led a group and visited provincial foreign 
trade departments and various specialized import and export subsidiary 
companies. He organized many forums on the question of how to strengthen 
export work and mobilized the people to suggest ideas and ways to increase 
exports and foreign exchange earnings. In order to do a good job in the peak 
procurement period in the second half of 1985, the provincial government 
recently held another forum on export issues in Yantai. Participants at the 
forum conducted discussions around such issues as how to ensure the 
fulfillment of this year's export plan, how to strive to increase exports and 
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foreign exchange earnings and how to develop step by step an export-oriented 
industrial structure. In accordance with the tentative ideas provided by the 
"Seventh 5-year Plan," they also proposed 34 projects on integrated and joint 
Management of industrial, mining and agricultural production so as to expand 
exports and thereby laid a material foundation for further expansion of 
foreign trade and exports. 


2. Joint ventures and integrated operations of trade, industrial and 
agricultural units has been practiced in accordance with the demands of 
Specialized division of labor and systemized production. Chicken meat and 
asparagus are two major traditional export commodities of Shandong Province. 
Over the years, Shandong has developed a new way of systemized production and 
exports under the structure of trade, agriculture and industry. The Weifang 
area is a production base for chicken meat. Zhucheng County organized a 
joint-investment coordinated operation based mainly on local and provincial 
foreign trade bases and companies and foreign trade cold storage and 
processing plants. In other words, the whole process from developing improved 
breeds to building major chicken farms run by specialized households, 
processing and supplying special fodder and processing products was made into 
a systematic, coordinated joint operation which has yielded good results. 
While doing a good job in thousands of chicken farms, Zhucheng County has paid 
Special attention to major chicken farms run by specialized households. It 
has built 44 chicken farms in its 35 townships, towns and villages. Each of 
these farms has a capacity of producing 50 tons of chicken a year. They are 
given the priority in the supply of improved breeds and fodder and in the 
procurement and processing of grown chickens. The Shandong subsidiary of 
CEROILFOOD [China National Cereals, Oils, and Foodstuffs Import and Export 
Corporation] cooperated with a frozen chicken import company of Japan in 
establishing two special frozen chicken storage and processing plants in 
Yexian and Zhucheng counties. These plants are designed in accordance with 
the needs of the Japanese market to produce only about a dozen varieties to be 
exported to Japan. Such a small town enterprise which serves as a joint export 
commodity production base by integrating the operations of stud farms, major 
specialized households, fodder processing plants and cold storage and 
processing plants through the channel of foreign trade is capable of bringing 
local advantages into full play, providing an ample and steady supply of high 
quality, marketable goods for expanded exports and increasing peasants' income 
and market supply at home. 


3. Shandong has tried evey possible way, starting with developing production, 
to increase the sources of export goods through joint ventures and integrated 
operations of industrial and trade units and many other flexible forms of 
management. Major forms are as follow: 


A. Joint ventures of industrial and trade units. The Shandong subsidiaries of 
SINOCHEM [China National Chemicals Import and Export Corporation], MINMETALS 
(China National Metals and Minerals Import and Export Corporation], and 
CEROILFOOD have all adopted this form. For instance, the Shandong subsidiary 
of SINOCHEM, the Luyuan Company and the Zhucheng County Foreign Trade Company 
Signed a contract with six chemical plants in Anqiu and Zhucheng counties on 
joining investment to carry out s.x projects which have yielded quick results 
with little investment. 
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B. Exports on a commission basis and integration with inland areas. Alumina 
is one of the major export commodities of the Shandong subsidiary of 
MINMETALS. In the past, it was mainly shipped in from Henan and Shanxi 
provinces. In view of changes in the sources and supply of goods which 
occurred after domestic markets were opened up, the Shandong subsidiary of 
MINMETALS has sent people on many occasions to Henan, Shanxi and Guizhou 
provinces to discuss ways to carry out integrated operation of alumina 
business since the second half of 1984. They signed an agreement with Shanxi 
on the exports of 100,000 tons of alumina on a commission basis. They also 
went to 30 mines in Henan and signed contracts on the direct procurement of 
200,000 tons of alumina. In addition, they signed an agreement with the 
Henan branch of MINMETALS on consigned shipment. Under this agreement, 2 
percent of the total value of the goods will be given to the Henan company as 
a fee for handling. After goods arrive at Qingdao, they will be processed 
first and then exported. This is a new form of integration between port cities 
and inland foreign trade companies. 


C. Compensation trade. Through the form of compensation trade, the Shandong 
branch of MINMETALS has increased the production of granite, graphite and 
drawn wires for exports and achieved very good results. Granite produced in 
the Hongning Town Granite Mine of Wulian County is of outstanding quality and 
very popular among foreign buyers. However, due to a lack of production 
machinery and equipment, this mine cannot increase output. In view of this, 
the Shandong branch of MINMETALS, after contacting its headquarters, signed a 
10-year supply agreement with the mine in the form of compensation trade. 
Beginning this year, this mine will supply 1,300 to 2,000 cubic m of crude 
granite for exports every year. 


D. Flexible forms of business such as barter and processing of imported 
materials. The Shandong branch of MINMETALS signed an agreement with Guizhou 
on the exports of 20,000 tons of alumina on a commission basis and another 
agreement with the Yexian magnesite mine on the exports of 10,000 tons of 
recalcined magnesia on a commission basis. In order to ensure the sources of 
export goods, this company used vehicles, instruments, chemical fertilizer, 
steel products, timber and other means of production to barter with the mines 
for their products. By so doing, this company helped the mines solve their 
problems in production and effectively supported their production. 


4. Shandong has circulated funds, paid for the goods in advance and ensured 
the sources of export goods. The Shandong branches of CEROILFOOD and 
MINMETALS have adopted this form to acquire export commodities in short 


supply. 


5. Shandong has implemented the contract system, set protective prices and 
stabilized the sources of export goods. The Shandong branches of CHINATUHSU 
(China National Native Produce and Animal Byproducts Import and Export 


Corporation] and CEROILFOOD have negotiated with peasants and fishermen in 
fixing lowest protective prices for farm and sideline products in short supply 
such as rabbit fur, prawns and mink. This practice reassures peasants and 
fishermen and guarantees stable production. It is an effective way to 
guarantee the sources of export goods. 











FOREIGN TRADE AND INVESTMENT 


COMPLETION OF 1985 EXPORT PLAN EXPECTED 
Beijing RENMIN RIBAO in Chinese 30 Dec 85 p 1 
[Article by Tang Jun [0781 0193]: "Year-end Trade Statistics") 


[Text] By 20 December, yet another number of provinces, municipalities, 
regions and specialized corporations have joined the ranks of units which 
overfulfilled this year's export plan ahead of time. On that day, we 
effectively accomplished 96 percent of our export targets. 


According to information provided by relevant sources, seven provinces 

and municipalities -- Shandong, Jiangsu, Tianjin City, Shanxi, Guangzhou, Gansu 
and Ningxia -- together with the China National Textiles Import and Export 
Corporation and the China National Cereals, Oils and Foodstuffs Import and 
Export Corporation have completed their respective export plans, thus bringing 
the number of provinces, municipalities and regions with that achievement up to 
14 and the number of corporations to 11. Our exports so far constitute 96 
percent of total projected exports, an increase of 7 percent over the same 
period last year. 


Reportedly, such exports as grain, cotton, vegetable oil, cotton polyester 
fabrics, filature silk, jute, gunnysack, tea, fireworks, firecrackers, 
cultured pearls, paraffin wax and coal have registered exceptionally fast 
growth. 


According to analysis by people concerned, we should be able to complete the 


1985 export plan by year end, judging by our current export momentum. 
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FOREIGN TRADE AND INVESTMENT 


THREE CITIES GEAR UP FOR NEXT YEAR'S EXPORT WORK 
Beijing RENMIN RIBAO in Chinese 30 Dec 85 p 2 


[Article by Cao Shoujiang [2580 1108 3068]: "Export Statistics on Chongqing, 
Guangzhou and Shenyang") 


[Text] After completing their 1985 export tasks to earn foreign exchange, the 
three cities of Chongqing, Guangzhou and Shenyang have lost no time in 
planning for next year's work to maximize their exports and foreign exchange 
earnings in the Ist quarter. 


Chongqing accomplished its export plan for the entire year as early as early 
November. But it has succeeded in more than exceeding export targets. In the 
past, it tended to take things easy at the early part of the year only to have 
to do a rush job toward the end. With that problem in mind, the municipality 
instilled the guiding ideology that one must do a good job and accomplish as 
much as possible in the ist quarter. Plans were drawn up well in advance and 
efforts were made to coordinate industry and trade. Currently production and 
procurement units are carrying out the plan. The aim is to accomplish 20 to 
30 percent of the year's targets in the ist quarter. 


Guangzhou completed its export and foreign exchange earnings tasks on 10 
December. By that date, they had sold 30.7 percent more than they had at the 
same time in 1984. On the one hand, they are doing their best to over- 
fulfill this year's plan and export an additional $30 million worth of goods 
in the remainder of the year. On the other hand, they are preparing 
feverishly for next year. The end of a year is a peak season for foreign 
trade procurement and also a time when units are most strapped for funds. 
Guangzhou vigorously cleared up all kinds of channels, took strong measures to 
solve certain specific problems, expanded procurement and increased the stocks 
of those export commodities much sought-after in the market. All this bodes 
well for exports next year. Incentives are also provided to factories which 
produce for the foreign markets to make sure that their profits do not drop 
below those of other factories which produce for the domestic market. 


As soon as it accomplished its export tasks in late November, Shenyang threw 
itself into the preparation of next year's work to increase exports and earn 
more foreign exchange. Their thrust is directed at the development of new 
products which will sell well because of their novelty, high quality and 
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inexpensive prices. There are over 100 scientific research units and 220,000 
scientific research workers in Shenyang. Technical problems encountered by 
the municipality in its export drive will be tackled by scientific research 
units through a bidding systen. Of the first batch of 22 projects currently 
identified, 7 have already been assigned to scientific research units and the 
others will be dealt with before the year is out. The goals are to have more 
than half of the municipality's 170 large and medium-sized enterprises produce 
for the foreign market next year and boost the procurement value of the city's 
14 major export commodities to more than 30 percent of overall procurement. 
The means toward these goals are product development and an export drive. 
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FOREIGN TRADE AND INVESTMENT 


SHANGHAI EXCEEDS FOREIGN TRADE PLAN GOAL FOR 1985 
Shanghai JIEFANG RIBAO in Chinese 3 Jan 86 p 1 


[Article by Cao Zhenzhong [2580 2182 0022] and Gao Xiaoxiao [7559 5135 4562): 
"Shanghai Fulfills Foreign Trade Targets") 


[Text] Despite such adverse conditions as a depressed international market, 
Slumping export prices and shortages of popular products, Shanghai last year 
succeeded in fulfilling and even slightly exceeded the foreign trade targets 
laid down by the state as a result of concerted efforts by foreign trade 
agencies and other departments concerned. A dozen companies in such areas as 
textile, apparel, light industry, recreation and sports equipment, mining, 
livestock, tea leaves and household linens and bedding completed their export 
tasks ahead of schedule. 


That Shanghai was able to accomplish the state plan so successfully is due to 
several reasons: 


First, by strengthening industry-trade coordination, it augmented the supply 
sources of exports. The availability of watches, tires and bicycles, for 
example, all has increased to various extents. Procurement within the 
municipality by foreign trade agencies was valued at 8 billion yuan last year, 
exceeding the planned target by 5.2 percent. 


Policies to encourage export have proved effective in mobilizing enterprises’ 
enthusiasm for selling abroad. After many enterprises carried out such 
policies in earnest, export supply sources have been going up month after 
month since last August. From August through November, an average of 720 
million yuan worth of goods were procured each month, an increase of 16.4 
percent over the monthly average during the January-July period before the 
policies were implemented. 


Third, foreign trade agencies have adopted an array of methods to step up 
cooperation with other provinces and municipalities, including joint operation 
of plants, barter trade, appointment of agents, and supporting exports with 
imports. Through strengthened economic cooperation with sister provinces and 
municipalities, Shanghai has been able to increase the value of outside supply 
sources and outside procurement to 2.5 billion yuan, compared to less than 500 
million yuan at the beginning of 1985, an increase of 9.36 percent over 1984. 
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In addition, foreign trade agencies coordinated their moves with industry and 
actively sought to open up the international market and made endless efforts 
to clinch foreign deals. They organized trade negotiations, took part in the 
Guangzhou Trade Fair, sent sales missions abroad, invited businessmen to visit 
Shanghai and held exhibitions overseas. Almost $1 billion worth of business 
Was concluded at the trade fair last year, the best year ever. Apart from 
consolidating its markets in Hong Kong, Macao, Europe and the United States, 
it also took pains to develop barter trade with some countries in Eastern 
Europe and open up new markets in Latin America and Africa. 


Fourth, powerful support by the transportation sector did much to ensure that 
foreign trade tasks were accomplished. Agencies in charge of the port, piers, 
municipal transportation and railroads overcame difficulties and did their 
best to facilitate the outbound shipment of exports. At the port, preference 
was given to exports over imports and 10 additional berths were made available 
to rush through the loading of outbound goods. This and other measures have 
been markedly successful. In terms of tons, outbound cargo handled at. the 
port last December represented an increase of 25 percent over that in 
November. 
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FOREIGN TRADE AND INVESTMENT 


DEVELOPMENT OF SHANGHAI EXPORT PRODUCTION SYSTEM VIEWED 
Shanghai JIEFANG RIBAO in Chinese 4 Jan 86 p 1 


[Article by Cao Znenzhong [2580 2182 0022] and Gao Xiaoxiao [7559 5135 4562): 
"Foreign Trade Conference Strategizes To Boost Exports") 


(Text ] Shanghai will gradually set up an export production system to ensure 
that the municipality's foreign trade this year and during the "Seventh 5-Year 
Plan" will increase substantially and achieve new breakthroughs. This was 
disclosed yesterday at the 1986 Shanghai foreign trade work conference 
convened by the municipal people's government. 


Vice Mayor Li Zhaoji [2621 5128 1015] attended the conference and addressed 
the gathering. 


At the conference, Vice Chairman Zhuang Yulin [8369 3768 7792) of the 
municipal Foreign Economic Relations and Trade Commission outlined a plan 
containing major measures aimed at increasing Shanghai's exports and foreign 
exchange earnings this year. The thrust will be directed at the establishment 
of a host of production bases to make agricultural sideline products and 
factories specializing in the production of industrial goods for export. Both 
production and export will be geared to the needs of the international market. 
With that as a basis, Shanghai will gradually put together an agricultural and 
industrial export production system with Chinese characteristics. Zhuang 
Yulin said, "This is a major strategic measure to enhance our ability to 
export and earn foreign exchange under the new circumstances. It is a path we 
must travel if we are to succeed in export commodity production based on the 
development level of our productive forces. This year we will begin by 
examining group by group the 138 key commodities and export factories which 
account for 74 percent of Shanghai's foreign exchange income, select the best, 
and draw up a plan as the first step toward shaping Shanghai's export 
production system." 


Zhuang Yulin said, "The port of Shanghai's export plan for 1986 has been drawn 
up. The municipal CPC committee and people's government demand that our 
exports this year surpass last year's by 9.4 percent. To make sure that we 
accomplish this plan and even overfulfill its targets, we must secure the 
supply of products in heavy demand as well as carry out the research required 
by the establishment of an export production system. At the same time, 
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industry and trade must coordinate with each other and do whatever is 
necessary to tap adaitional supply sources and increase procurement. As far 
as the opening-up of international markets is concerned, we must conquer new 
markets in the Persian Gulf region and Southeast Asia in addition to 
consolidating our existing markets in Hing Kong, Macao, Europe, the United 
States and Japan. Moreover, we must fight our way into Latin American and 
African markets. We must also implement economic measures aimed a 

encouraging export, establish additional economic linkages with siste 
provinces and municipalities, strengthen the administrative management of 
foreign trade, reform the foreign trade system vigorously but cautiously, 
intensify cooperation between foreign trade and transportation agencies, and 
continuously improve the loading of outbound goods." 


Over 1,000 relevant responsible cadres from the municipality's industrial 
bureaus, foreign trade companies and industrial companies attended the 
conference yesterday. Also in attendance were leaders from the municipal 
Economic Commission, the Foreign Economic Relations and Trade Commission, 
Planning Commission and Communications Office, and officials from the Shanghai 
office of the Ministry of Foreign Economic Relations and Trade. Chairman Yu 
Pinfang [6735 0756 2455] of the Shanghai Economic Commission presided over the 
conference. 
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FOREIGN TRADE AND INVESTMENT 


SHANGHAI ABSORBS $1.2 BILLION IN DIRECT FOREIGN INVESTMENTS 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 25 Oct 85 p 3 


(By reporter Xu Qiuliang [6079 4428 2733]: "A Constant Stream of Foreign 
Capital Flows Into Shanghai; Twenty Percent Are Investments in Manufacturing 
Industries; Foreign Capital Absorbed in Third Quarter Is Twice That of First 
Half Year") 


(Text ] Up to the end of September of this year, 141 Chinese-foreign joint 
ventures, cooperative enterprises and solely foreign-financed enterprises have 
been approved and set up in Shanghai, absorbing direct foreign investments of 
almost $1.2 billion. 


Guided by the policy of "opening up toward the outside world and invigorating 
the domestic economy," the progress achieved by Shanghai this year in 
absorbing foreign capital amounted to a breakthrough. During the period from 
January to September, 49 Chinese-foreign joint ventures, absorbing $200 
million foreign capital, and 27 Chinese-foreign cooperative enterprises, 
absorbing $530 million foreign capital, were approved and set up in Shanghai 
Municipality, making a total of 76 cases of direct foreign investments, 
absorbing $730 million foreign capital. The increases compared to last year 
were 73 and 114 percent, respectively. Foreign capital absorbed in the 3d 
quarter of this year amounts to double the amount absorbed during the first 
half of the year. 


Among the 141 Chinese-foreign joint ventures, cooperative enterprises and 
solely foreign-financed enterprises, 70 enterprises were of an industrial 
nature, accounting for half of them, and among those that have already started 
production there are the Shanghai Santana Motorcar Co, a Chinese-West German 
joint venture, the manufacture of a numerically controlled telephone exchange, 
a Chinese-Belgian joint venture, and the manufacture of MD-82 passenger 
planes, a Chinese-American cooperative enterprise. The investments by foreign 
businessmen concentrate on technology-intensive projects, which is highly 
significant for the technological transformation in Shanghai during the 
Seventh 5-Year Plan starting next year, for raising production capacity and 
thereby also for efforts to catch up with the advanced world levels This 
year one-fifth of the foreign investments were made into manufacturing 
industries. 


78 











Starting out from the actual needs of the present, Shanghai Municipality, 
apart from absorbing foreign capital for the continued construction of large 
notels, will be placing its emphasis on productive projects that will increase 
exports and create foreign exchange revenue. Next year the proportion of 


foreign capital to be absorbed in the manufacturing industries will be further 
increased. 


9808 
CSO: 4006/259 











FOREIGN TRADE AND INVESTMENT 


SHANGHAI DEVELOPMENT SYMPOSIUM STRESSES FOREIGN CAPITAL USE 
Shanghai JIEFANG RIBAO in Chinese 27 De: 85 p 1 


[Article by Di Jianrong [3695 1696 2837]: "Shanghai Urged To Prepare for a New 
Stage in the Open Door Policy"] 


(Text } Shanghai's first "open door policy and development" symposium closed 
yesterday after 2 days of lively discussions. What impressed one most about 
the symposium is the conclusion that Shanghai must further liberate its ideas, 
broaden its vision and hack out a new path in order to open its door and use 
foreign capital successfully. 


During the discussion, many comrades suggested that the open door policy and 
development are 30 closely related that they are inseparable. To develop 
further, Shanghai must continue to pursue the open door policy. Experts and 
scholars present also explored, ona theoretical plane, such ideas as the use 
of foreign capital to import technology, achieve technical modernization and 
update Shanghai's infrastructural facilities; the question of balance in the 
use of foreign capital by enterprises; and the ability to use foreign capital. 
Proposals were also put forward for policymakers. 


Mayor Jiang Zemin [3068 3419 3046] and adviser to the municipal government 
Wang Daohan [3076 6670 3211] attended the symposium and addressed the 
gathering. They said that using foreign capital and doing a good job in 
export and earning foreign exchange have strategic significance for Shanghai's 
development. They expressed a desire to work with everybody to examine and 
study the issues and sum up experience so that when the next stage in 
Shanghai's open door policy arrives, we will be fully prepared ideologically, 
intellectually, theoretically and interms of policy, laws, regulations, 
working procedures and trained personnel. Pan Weiming [3382 4850 2494], 
deputy director of the Propaganda Department of the municipal CPC committee, 
delivered the closing speech. 
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FOREIGN TRADE AND INVESTMENT 


RENMIN RIBAO SPONSORS FORUM ON JENKINS BILL 
Beijing GUOJI SHANGBAO in Chinese 21 Oct 85 p 1 


[Article by reporters Li Hongmei [2621 4767 2734] and Zhou Jisheng [0719 4949 
0524): "The Jenkins Bill Evokes Strong Repercussions in Trade Circles--Forum 
Sponsored by RENMIN RIBAO on the Jenkin Bill Now Being Considered by the U.S. 
Congress" } 


[Text] On 7 October, the editorial department of tne RENMIN RIBAO sponsored a 
forum on the Jenkins Bill and the restriction of textile imports now being 
considered by the U.S. Congress. Responsible persons from a dozen import and 
export companies which do a great deal of trade with the United States and 
other personages from trade circles attended the forum. The participants at 
the forum unanimously held that this bill violates the multifiber agreement 
and the Sino-U.S. trade agreement and that if it is passed, it will seriously 
impair Sino-U.S. trade development and its results will be quickly reflected 
in China's import and export trade with the United States. 


Wang Zhenhua [3769 2182 5478], general manager of the China Petrochemical 
International Enterprise Corporation, said: My company imports a large amount 
of raw materials of chemical fiber, technology and production equipment from 
the United States. If the United States puts restrictions on China's textile 
exports, it will directly affect our company's exports and then our ability to 
pay for our imports, resulting in serious consequences in petrochemical trade 
between the two nations. 


Zhu Dazhi [2612 6671 1807], deputy general manager of the China National 
Chemicals Import and Export Corporation, pointed out: In the past few years, 
we have paid great attention to developing trade with the United States. In 
1984, our company imported over $900 million of U.S. commodities, an increase 
of 258-fold over 1973. We hope that the U.S. side would not create man-made 
obstacles in the development of bilateral trade. 


The representative of the China Civil Aviation pointed out: China has just 
imported many U.S. airplanes. According the needs of civil aviation, China 
Will import many more airplanes in the "Seventh 5-year Plan" period. If the 
Jenkins Bill is passed, China's trade deficits with the United States will 
‘ease further and directly affect China's ability to pay for its imports. 
result, we would have to reconsider the arrangement for imports. 
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Yu Liancheng [0060 6647 2052], deputy chief engineer of the China Electronics 
Import and Export Corporation, said: Textile and other kinds of trade belong 
to the same entity. Limiting China's textile and clothing exports will 
directly affect China's ability to pay for its imports. If the Jenkins Bill 
is passed, we would be forced to readjust and reduce the items of our import 
from the United States. 


Huang Jianmo [7806 1696 6206], deputy general manager of the China Silks and 
Satins Corporation, said: The Jenkins Bill has seriously violated the 
Multilateral textile agreement and the Sino-U.S. Trade Agreeuent. In 
violation of the Sino-U.S. trade agreement, the United States unilaterally 
adopted restrictive measures and expanded the scope of restriction. This is a 
trade discrimination policy. We cannot accept it. Especially, the United 
States does not have a silk industry and cannot even find an excuse of 
"protecting industry;" therefore, limiting our silk imports is. sheer 
discrimination. We strongly oppose this bill. 


The representative of the China Textiles Import and Export Corporation, said: 
Our opposition to this bill is very obvious. Our company not only exports 
textiles and clothing to the United States but also imports raw materials of 
Synthetic fibers from the United States. The direct consequence of JU.S. 
restrictions on textile and clothing imports is plain to see. 


The representatives of the China Native Produce and Animal Byproducts Import 
and Export Corporation, the China Instruments Import and Export Corporation 
and the China Technology Import Corporation and some personages in trade 
circles also expressed serious concerns and strong objections to this bill. 
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FOREIGN TRADE AND INVESTMENT 


MOFERT ON STRICTLY CONTROLLING QUALITY OF IMPORTED GOODS 


Beijing GUOJI SHANGBAO in Chinese 30 Sep 85 p 1 


(Article by Lin Guihua [2651 2710 5478]: "Answering Questions from a Reporter 
of this Newspaper, a Person in Charge of the Foreign Trade Administration 
Bureau of thie Ministry of Foreign Economic Relations and Trade Pointed Out 
that the Quality of Imported Commodities Must Be Strictly Controlled."] 


[Text] Recently, this newspaper carried several consecutive reports on 
occurances of inferior quality imports,arousing public interest at home and 
abroad and attracting the attention of government agencies concerned.This 
reporter interviewed a person in charge of the Foreign Trade Administration 
Bureau of MOFERT on some of the problems of mass concern. 


Q: How do you evaluate our news reports of several incicents involving the 
import of inferior quality commodities? 

A: In the course of importing general merchandise, it is normal that some 
inferior quality goods occasionally come in and that claims are subsequently 
filed. But there shouldn't be any problems with the quality of high technology 
imported goods. The problems with products such as “Orion' color televisions 
and Mitsubishi FP418 heavy duty trucks are rare in international trade. The 
“Guoji Shangbao' investigated, and factually reported and exposed these 
problems, helping to press for a solution and urging buyers and sellers to 
face the problems and adopt remedial measures. This is valuable assistance to 
buyers and sellers and in future will foster better cooperation. 


So far this year, the country's import trade has expanded rapidly; imports 
from Japan, especially, have posted large increases.Paralleling this increase 
has been a sharp rise in imports of inferior quality products, which infringe 
on the rights and interests of Chinese consumers, inevitably arousing the 
attention and concern of agencies involved. 

Q: Imported “Orion' color televisions and Mitsubishi heavy trucks were found 
to be of inferior quality. How do you propose to handle these cases? 

A: After the problems were discovered, MOFERT issued a notice to concerned 
import corporations and user units, requesting implementation of a full 
fledged inspection on all imported items and adoption of timely corrective 
measures. Realizing that the underlying cause stemmed from the poor quality 
of the imported products themselves,resulting in heavy economic losses for all 
government agencies concerned and for consumers, we feel that the exporters 
must make up for the losses according to established international trade 
practices and stipulations in the contracts signed by both parties. 
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We hope that these problems can be settled quickly in an appropriate and 
reasonable manner.The corporations involved should also draw a lesson from 
these incidents. 

<~: How can the problem of importing poor quality goods be prevented from 
nappening again? 

A: This requires a mutual effort on the part of importers and exporters. 
First, exporters should back their products, and products should be able to 
pass inspections and quality appraisals. Our import corporations must approach 
work with an attitude of deep responsibility toward the country,the end users 
and the rights and interests of consumers; before signing import 
contracts,thoroughly investigate and research exporters' credit and product 
quality,and get an effective hold on the quality of imported products. to 
prevent shoddy workmanship and the switching of good import products for bad 
ones; when contracts are signed, make sure provisions have clear, precise and 
Strict stipulations on such items as product quality, inspection and claim 
procedures; and after shipments arrive,promptly ask state commodity inspection 
units to perform quality inspections or reinspections. Once a problem is 
discovered, promptly file a claim to the exporter to recover economic losses. 
Import administration units must strengthen control over examination and 
approval of import commodities; commodity inspection units must rigorously 
carry out quality control work. Import of all higher technology products which 
State commodity inspection units determine do not meet state quality and 
safety standards will not be permitted. 


To strengthen control over quality of import products, MOFERT, the Ministry of 
Commerce and the State Commodity Inspection Bureau have jointly formulated 
"Provisional Regulations on Inspection of Imported Home Electrical 
Appliances," and in future will formulate other relevant provisions as 
required. The Foreign Trade Administration Bureau of MOFERT,functioning as 
the management arm for import and export trade of the entire country, plans 
to strengthen control over import commodities by' 1) insisting on centralized 
and joint purchasing for large quantities ofimport commodities, the import of 
Categories of large quantity commodities such as automobiles requiring 
centralized purchasing; 2) rigorously examining and approving import permits; 
and 3) requiring all importing units to strictly implement state commodity 
inspection regulations; all imported commodities must be inspected within a 
specified time, and those not inspected will not be permitted to be installed, 
put on line, sold or utilized. 
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FOREIGN TRADE AND INVESTMENT 


ECONOMIC RELATIONS WITH HONG KONG INCREASINGLY ‘INTIMATE ' 
Fuzhou FUJIAN RIBAO in Chinese 19 Dec 85 p 3 


[Article by Huang Yue [7806 6390]: "Review of Chinese-Hong Kong Economic 
Relations Over Past Year" |] 


[Text] December 19, 1985 marke 
of the Chinese-British joint declarati 
Hong Kong and the mainland have deve 
supplement each other economica 
prosperity. 


first anniversary of the formal signing 
ion on Hong Kong. During the past year, 
loped even more intimate relations as they 
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New Developments in Trade Relations 


Two-way trade between Hong Kong and the mainland in the first 9 months of this 
year totaled $87.8 billion [Hong Kong dollars] (all data in this article are 
Hong Kong statistics), an increase of 33 percent over the same period in 1984, 
and accounted for more than one-quarter of Hong Kong's foreign trade. China 
has become Hong Kong's No 1 trading partner. 


4 


Hong Kong exports to the interior, negligible a few years back, have been 
expanding continuously in recent years as a result of China's open door 
policy, uninterrupted economic growth and its people's rising living standard. 
Hong Kong's entrepot trade with China has also been going up. The signing of 
the Chinese-British joint declaration has opened up broad vistas for two-way 
trade between Hong Kong and the mainland. From January through September, 
Hong Kong exported to China a total of $11.5 billion [Hong Kong dollars] worth 
of goods, 54 percent more than the same period last year. Meanwhile, transit 
goods destined for China via Hong Kong more than doubled to $35.58 billion 
[Hong Kong dollars]. 


Rising protectionism in the United States and an economic downturn in Europe 
have resulted in sagging markets for Hong Kong exports this year. As Hong 
Kong exports to those places shrank, only its trade with China registered an 
increase, a development which helped cushion the adverse impact of declining 
exports. 


The Chinese mainland has consistently exported more to Hong Kong than it 
imported. This year, however, it ran up a deficit in its trade with the 











colony. Nevertheless, the mainland remains the largest source of Hong Kong 
imports, selling merchandise worth $40.76 [Hong Kong dollars] billion to it, 
exceeding even those from Japan. 


Expanding Business With the Interior 


As Hong Kong's future became clear following the signing of the Chinese- 
British joint declaration, international financial institutions with offices 
in Hong Kong have been seeking to expand their business to China, one after 
another. The International Commercial Credit Bank, Citibank, N.A., Hang Seng 
Bank, Chase Manhattan Bank, the Chartered Bank, the Bank of Belgium and Huabi 
(5478 3024] Bank have successively set up branches or offices in special 
economic zones, or open cities this year. A good number of foreign banks have 
expanded the scope of their operations in China from consultation to lending, 
deposit-taking and foreign exchange remittances. The Hong Kong and Shanghai 
Banking Corporation alone has extended credit to more than 200 projects in the 
interior. The International Commercial Credit Bank has been helping the 
interior open up markets in the Middle East and Africa, and import advanced 
technology and equipment from countries in Europe and the United States. Hong 
Kong banks have made loans worth more than $3 billion [Hong Kong dollars] to 
mainland projects so far this year, about 1.5-fold of what they loaned in 
1984. 


Even more corporations from around the world opened shop in Hong Kong in 1985 
to gear up for the China market. In a notable move, Wang Laboratories, Inc. 
recentiy moved its Asia-Pacific headquarters from Hawaii to Hong Kong. Zhi 
Lin Engineering Co., a member of the British firm of Wei Dang Co., hopes to 
provide electrical engineering technology to the interior from its base in 
Hong Kong. Eight well-established French companies have also opened offices 
in Hong Kong and already concluded several contracts with the interior for 
cooperation in the food industry. 


This year also saw another gratifying phenomenon. In the past, Hong Kong 
manufacturers who invested in the interior were quick to remit their profits 
to Hong Kong. Nowadays some investors are plowing back into their business in 
China the profits they have earned there. 


Growing Mainland Investments in Hong Kong 


At the same time as Hong Kong is investing heavily in the interior, there is a 
reverse and expanding flow of capital into the colony. Mainland investments 
in Hong Kong can be found in such areas as finance, real estate, shipping, 
transportation, industry, trade, construction, department stores, publishing 
and printing, to name a few. According to Hong Kong Trade Development Council 
estimates, Chinese investments in Hong Kong in recent years amounted to $30 
billion [Hong Kong dollars]. 


The Bank of China Group has become a force vital to the stability and 
prosperity of the Hong Kong economy. The group embarked on an extensive round 
of lending this year to support industrial and commercial developments. Its 
targeted lending to industry, in particular, has boosted the competitiveness 
of Hong Kong industry. When turbulence hit the financial market, moreover, it 
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acted to preserve the stability of the Hong Kong market in concert with the 
Hong Kong government by buying and selling foreign exchange and through other 
financial transactions. 


Together with its subsidiary companies and enterprises, China Resources 
(Holding) Co., Ltd., touted as the mainland's "flagship" company in Hong Kong 
trade, has been successfully diversifying its operations from trade into such 
disparate fields as industry, shipping, warehousing and general merchandising. 
The China Merchants Steam Na,.gation Co has expanded into a holding company 
with almost 200 subsidiaries and affiliated concerns. Recently the Hong Kong 
China Travel Service has also reorganized as a holding company with an 
expanded scope of operations. 


Since the beginning of this year, trade organizations have been set up in Hong 
Kong by a number of provinces and municipalities which have never done so 
before. Besides trade, these organizations also engage in other forms of 
economic cooperation. For instance, Shenzhen's Shenye Holding Co., Ltd. is 
sinking $600 million [Hong Kong dollars] into a joint venture with Japanese 
interests to build a hotel in Hong Kong. The Huamin Holding Co. of Fujian is 
investing in real estate, industry, finance, tourism and restaurants, etc. 


To meet Hong Kong's needs, a number of industrial and mining enterprises in 
the mainland began setting up plants in Hong Kong as joint ventures in 1985. 
This will be a step forward for Hong Kong industry. 
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FOREIGN TRADE AND INVESTMENT 


INCREASE IN HONG KONG-MAINLAND COOPERATION EXPECTED 


Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 46, 18 Nov 85 
pp 6, 16 


[Article by Huang Diyan [7806 3321 1484], director of the Hong Kong and Macao 
Administrative Office of the Bank of China: "China's Blueprint for the 
"Seventh 5-year Plan" and Economic Cooperation Between Hong Kong and the 
Mainland" ] 


[Text } On 23 September 1985, the National Conference of Party Delegates of 
the Communist Party of China adopted the "Proposal of the Central Committee of 
the Communist Party of China for the Seventh 5-Year Plan for National Economic 
and Social Development." This proposal has not only drawn up a magnificent 
blueprint for China's economic and social development from 1986 to 1990 but 
also provided a new prospect for the development of economic cooperation 
between Hong Kong and the mainland. 


Since the 3d Plenum of the 11th CPC Central Committee, at the end of 1978, set 
forth the policy of invigorating the domestic economy and opening to the 
ovtside world and since reform of the economic structure was carried out in 
1964, China's economic appearance has undergone vast and profound changes. The 
Original outdated economic model unsuitable for the productive forces of 
society is now being gradually replaced by a new economic model and a new 
lively situation has been created in China's national economy. Industrial, 
trade, tourist, and financial relations and cooperation between Hong Kong and 
the mainland have developed substantially and become a new motive force for 
Hong Kong's economic prosperity and development. In the past 6 years, the 
total value of trade between the two areas increased 7.8-fold, an average of 
43.6 percent per year. Of this, Chinese goods shipped to Hong Kong increased 
4,3-fold, an average increase of 32 percent per year; Hong Kong goods shipped 
to the mainland increased 138.3-fold, an average increase of 1.28-fold per 
year; and foreign goods shipped to the mainland via Hong Kong increased 130. 1- 
fold, an average increase of 1.25-fold per year. Investment cooperation 
between the two areas has also developed very rapidly. Hong Kong has agreed 
to invest a total of $6.69 billion on the mainland. The proportion of pledged 
Hong Kong investment in the total amount of pledged foreign investment in 
China reached 57.9 percent in 1983. By 1984, it climbed to 62.8 percent. 
Organizations on the mainland and Chinese enterprises located in Hong Kong 
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have continued to increase their investment in Hong Kong. According to the 
Statistics of the Hong Kong Trade Development Bureau, the total amount of such 
investment is HK$30 billion. Hong Kong banks have granted a considerable 
amount of funds in loans for the construction projects of the mainland. In 
1984, the Chinese banking group signed more than 500 investment agreements for 
the construction projects of the mainland and provided HK$4.1 billion of 
funds, equivalent to 1.6-fold of the sum total of the previous 4 years. Other 
banks have also paid more and more attention to the China market. Some set up 
branch offices in China as early as 1979. In the past 6 years, they lave 
provided for foreigners investing in mainland China a huge amount of funds in 
loans to cover hundreds of investment projects. According to incomplete 
Statistics, since the begining of 1985, Hong Kong banks have raised over HK$3 
billion in bank loans for the investment of projects in mainland China, 
approximately 1.5-fold of 1984's figure. In addition, since the promulgation 
of "the Regulations for the Control of Foreign-Funded Banks and Sio-Foreign 
Joint Venture Banks in Special Economic Zones," the Hong Kong Exchange Bank, 
the Oriental Exchange Bank, the International Commercial Credit Bank and the 
Standard Chartered Bank have been approved to set up obranch offices in 
Shenzhen SEZ. The Pan-Indian banking group has joined investment with mainland 
China to organize the Xiamen International Bank in Xiamen SEZ and extend 
direct local services. 


"Tne Proposal for the ‘Seventh 5-Year Plan'" has extended and consolidated 
various important economic policies and measures implemented in China and 
Stressed the need to continue to strive to meet the general demand for 
building socialism with Chinese characteristics, to implement the general 
principle of invigorating the domestic economy and opening to the outside 
world and to help the people in China become comfortably well-off by the end 
of this century. Based on the conception of the "proposal," during the 
"Seventh 5-year Plan" period, China will give top priority to the reform of 
the economic structure, eliminate age-old malpractices that restrict 
productive forces, push to a new stage the all-around economic structural 
reform centered in urban areas, suit the reform to construction and make them 
Support each othe>; achieve a basic balance between aggregate social demand 
and supply and enable accumulation to maintain a proper ratio to consumption; 
pay special attention to improving economic results, especially the quality of 
products, correctly handle the relations between quality and quantity and 
between results and speed; and vigorously strengthen the building of socialist 
ideological civilization while promoting the building of material 
civilization. With regard to foreign relations, the "proposal" reiterates that 
opening up is China's basic national policy. During the "Seventh 5-year Plan" 
period, China will, in accordance with the principle of independence, equality 
and mutual benefits, further strengthen economic and trade relations and 
technological exchanges with all countries including developed and developing 
countries, continue to relax control and give more preferential treatment for 
foreign investments. 


It is expected that along with the implementation of China's "Seventh 5-year 
Plan" and the steady development of the economy, economic ties between Hong 
Kong and the mainland will become closer and closer, bringing about a new 
Situation of steady expansion. 
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The “proposal" suggests that during the “Seventh 5-year Plan" period, China 
give better play to the role of forward positions in opening to the outside 
world. This enables Hong Kong to continue to take advantage of its favorable 
location. 


During the “Seventh 5-year Plan" period, China's special ecoromic zones, 
coastal open cities, the Zhujiang and Changjiang deltas, the triangular area 
ip southern Fujian and the Liaodong and Jiaodong peninsulas will shoulder an 
extremely important task in developing foreign trade, using foreign capital 
and importing technology. Its main point is to readjust the industrial lineup 
according to export needs and enable more competitive commodities to enter the 
international market. While vigorously importing technology, special economic 
zones will gradually shift the focus of production to exports and strive to 
earn more foreign exchange. Guangdong and Fujian, in particular, will 
continue to implement special policies and flexible measures. The latest 
development is that in order to encourage more overseas Chinese and 
compatriots from Taiwan, Hong Kong and Macao to invest in the mainland, Fujian 
Province will give many kinds of preferential treatment regarding taxes, 
profits and land fees. One of the preferential treatments is to exempt 
enterprises established in areas other than economic and technological 
development areas from income taxes for 3 years after they begin to make 
profits. In the remaining years, they may enjoy other kinds of reductions and 
exemptions. Guangdong Province has also approved that scores of major 
industrial satellite towns in the Zhujiang delta may enjoy many kinds of 
preferential treatment in opening to the outside world, including the 
exemption of customs tariffs, import duties and appreciation tax for the 
imports of advanced equipment and other kinds of tax exemption or reduction 
for joint ventures and cooperative enterprises. Following this, many special 
policies and flexible measures will continue to increase. It is expected that 
under the condition that the central government vigorously supports regions in 
opening up to the outside world, foreign investment will be needed in many 
aspects of industry, trade, transportation, finance and other sectors. Hong 
Kong is the south gate of China. It is close to open zones. It also has 
relatively good economic foundations and facilities. Its favorable nosition 
Sannot be compared with other countries or areas. Hong Kong's industrial and 
sommercial circles should, on the existing basis, further strengthen 
cooperation relations with the special economic zones and open cities of the 
mainland and, in accordance with the development plans of special economic 
zones, gather foreign capital of all kinds, choose a correct orientation of 
investment and seek more opportunities for development. 


The “proposal” suggests that during the "Seventh 5-year Plan" period, China 
Strengthen the technological transformation, reconstruction and expansion of 
existing enterprises and arm all sectors of the national economy with advanced 
equipment and technology. This is conducive to further strengthening 
industrial and trade cooperation between Hong Kong and the mainland. 


According to the assumptions of the "proposal," during the "Seventh 5-year 
Plan" period, the technological transformation of China's enterprises will be 
focused on large- and medium-sized enterprises which have a bearing on the 
overall situation of the national economy, back-bone enterprises which, after 
being revamped, can play an exemplary role in the technological progress of 
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their industry, as can enterprises which have export tasks. Judged from the 
development of the situation, China's industrial production from now on will 
to a very great extent depend on the technological transformation of existing 
enterprises. Through technological transformation, existing enterprises will 
be able to produce high-quality products more economically and efficiently to 
meet market needs and reduce reliance on the direct importation of consumer 
goods. At the same time, in the course of importing advanced technology and 
Managerial experience, investment will be focused on the production of export 
commodities that can earn more foreign exchange to coordinate enterprises in 
achieving two changes in the lineup of export commodities--from mainly 
exporting primary products such as raw materials to mainly exporting finished 
products and from mainly exporting products of rough processing to mainly 
exporting products of fines processing. This will help to continuously improve 
product quality, upgrade original products, develop new products, push more 
products into the international market and increase the ability to earn 
foreign exchange. The technological transformation, reconstruction and 
expansion of China's enterprises and changes in the production lineup of 
export commodities will provide new opportunities for investment cocperation 
and trade with businessmen of foreign countries and Hong Kong. As far as Hong 
Kong businessmen are concerned, there are at least three good opportunities: 
1) They can cooperate with old enterprises on the mainland. They can take 
advantage of their relatively abundant foreign exchange funds, relatively high 
technological and managerial levels, relatively wide export markets and quick 
access to information to help the old enterprises of mainland China carry out 
technological transformation, reconstruction or expansion projects. At the 
Same time, they can also take advantage of the abundant labor and material 
resources and broad markets of the mainland to break through the limitations 
on the industrial development of Hong Kong. 2) In accordance with the needs 
of mainland enterprises for expandiug production and upgrading technology, 
they can strive to import more factory machinery, technological software aid 
auxiliary equipment for the mainland. 3) They can help the mainland improve 
product quality, develop new products, enter the international market and 
continue to maintain Hong Kong's role as an entrepot for products made in 
China. 


The "proposal" suggests that during the "Seventh 5-year Plan" neriod, China 
should strive to use, througl all forms, as much foreign funds as possible to 
speed up China's economic construction. This is conducive to further 
strengthening financial ties betweeri Hong Kong and the mainland. 


According to the assumption of the "proposal," during the "Seventh 5-year 
Plan" period, more foreign commercial loans should be used for economically 
better developed regions and projects that can yield good economi> results, 
earn more foreign exchange or turn out products to replace imported goods. As 
the third largest financial center of the world, Hong Kong should be able to 
play a better role in raising and circulating funds for the mainiand. It is 
certain -nat from now on, financial ties between Hong Kong and the mainland 
will be further expanded and pluralized. The number of financial organizations 
and enterprises on the mainland using the capital market of Hong Kong to pool 
and circulate funds will increase as each day goes by. And so will the variety 
of forms for pooling funds. The number of Hong Kong's financial enterprises 
establishing branch offices in the special economic zones and open cities of 
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the mainland and the number of financial service organizations jointi 
established by Chinese and foreign investors will also increase gradually. 


To sum up, in the next 5 years, along with the implementation of the "Seventi 
5-year Plan," China's national economy will witness a new situation of steady 
development and make new strides on the road toward a strong and prosperous 
nation with a wealthy and happy people. The development of the economic 
Situation of the mainland will inevitably tighten economic cooperation and 
ties between Hong Kong and the mainland and therefore continue to cause 
positive effects on Hong Kong's economic development in the next 5 years. 
Hong Kong's entrepreneurs who are always known for their ambition, 
sensitivity, adaptability and hard work ought to be able to seize the good 
opportunity and, based on the information provided by the "proposal for the 
"Seventh 5-year Plan'" and in accordance with their own concrete conditions, 
readjust business strategies, vigorously open up new fields and find new ways 
of cooperation between the two areas, create a new situation in China's 
business development and make contributions to economic development of both 
areas. In the future, the Chinese banking group will, in light of the 
implementation of China's "Seventh 5-year Plan," make still greater efforts to 
continuously accelerate the economic cooperation between the two areas and 
maintain the prosperity and stability of Hong Kong. At the same time, we hope 
that the special economic zones, open cities and concerned enterprises of the 
mainland make better use of this nearby international trade, financial and 
information center of Hong Kong and give full play to Hong Kong's positive 
role in expanding foreign economic relations and trade and technological 
exchanges. 
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FOREIGN TRADE AND INVESTMENT 


DALIAN'S TECHNOLOGICAL IMPORTS PAY OFF 
Beijing RENMIN RIBAO in Chinese 30 Dec 85 p 1 


[Article by Yan Xichen [3508 1119 2525]: "Dalian's Drive To Import and 
Assimilate Technology" ] 


(Text ] Measures introduced by Dalian to import advanced technology and 
encourage enterprises to absorb and assimilate it have produced satisfactory 
results. 


Since 1979, the municipality has imported almost 400 pieces of technological 
equipment to modernize its enterprises, of these 180 pieces have been 
completed and put into production so far. Through concerted efforts by the 
factories, scientific research units and colleges and universities concerned 
under the joint direction of the municipality, 76 projects have been absorbed, 
assimilated and popularized to varying degrees. Of the 380 new products 
developed by Dalian, about half reach or approach the technical standards of 
Similar foreign products, and fill a technical vacuum in the nation. 


Essentially Dalian absorbs and assimilates imported technology in the 
following ways: 


First, joint production. By importing a complete set of technological 
equipment, enterprises have been able to come up with new products within a 
short period of time. This method made it possible for Dalian Heavy Machinery 
Plant to develop, little by little, in just a short time a small-scale 
continuous casting system up to a standard comparable to that of its 
international counterparts. Other factories concerned have successfully 
trial-manufactured over 80 large-scale new products like a diesel engine for 
low-speed ships, oil-drilling platforms, revolving hanging cranes and a 
bimetal hydrophobic valve. 


Second, use imported prototypes as a model, and innovate; the idea being to 
surpass the original. Starting with a few relatively simple products and then 
moving on to more sophisticated ones, Dalian has absorbed the technology and 
models it imported and created new products out of them. This process 
requires little capital and produces good ani speedy results. 
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Third, take the good points of imported equipment and use them to remedy the 
shortcomings in existing facilities. 


Fourth, import only key technology and develop our own software. 


In organizing the absorption and assimilation of imported technology, Dalian 
has taken pains to coordinate the relations between units which import 
technology and others which manufacture parts and components. When the 
project in question is complex and involves several units, the authorities 
concerned bring together every interested party to tackle it jointly. To 
support the absorption and assimilation of imported technology, Dalian has 
formulated a set of policies relating to tax, loans, prices and incentives. 
In terms of management, the municipality has implemented a contracting system 
and economic contracting responsibility system to make sure that projects 
which have been assimilated are really put to use. These measures have given 
the assimilation of imported technology a powerful push. 
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FOREIGN TRADE AND INVESTMENT 


CHEMICAL INDUSTRY URGED TO INCREASE EXPORTS 
Beijing RENMIN RIBAO in Chinese 30 Dec 85 p 1 


[Article by Li Hongmei [2621 4767 2734]: "Chemical Industrial Trade Grew 
Rapidly in ‘Sixth 5-Year Plan'"] 


[Text] Chemical industrial exports will grow 19 percent per year during the 
"Seventh 5-Year Plan." The aim is to export 1.05 million tons of chemical 
products by 1990. At the same time, major efforts will be made to step up the 
export of chemical industrial equipment and technology, expand labor 
cooperation and intensify bidding for engineering projects. We will also try 
to use foreign capital and import and digest technology successfully. The 
amount of foreign capital to be attracted under the "Seventh 5-Year Plan" is 
expected to double that under the "Sixth 5-Year Pian." 


Those words were spoken by Lin Yincai [2651 3009 2088], vice minister of 
chemical industry, at the national chemical industrial imports and exports 
conference. 


Referring to the performance of the Ministry of Chemical Industry in foreign 
economic relations during the "Sixth 5-Year Plan" period, Comrade Lin Yincai 
said, “According to incomplete data, chemical industrial exports and imports 
may reach $19.9 billion, up 70 percent over the 'Fifth 5-Year Plan' period. A 
total of 466 pieces of advanced foreign technology ard key equipment were 
imported, including over 300 midsized and small projects. More and more of 
the imports are being used to modernize existing enterprises. The methods of 
import are becoming increasingly diverse and the list of supplier naticns is 
also lengthening. “he digestion and assimilation of imported technology, too, 
is beginning to pay off. During the last few years, the ministry assimilated 
the technology of the advanced equipment which we imported to make large-scale 
synthetic ammonia, urea, petrochemicals and chlorine alkaline, among others. 
In some cases, we are now able to manufacture our own equipment. For 
instance, after digesting and assimilating the imported technology, we 
designed and manufactured, on our own, equipment capable of producing 60,000 
tons of synthetic ammonia a year. The equipment is now sold abroad in 
complete sets. As far as project contracting, labor cooperation, the export 
of single pieces of equipment and processing with foreign materials are 
concerned, we have been in touch with over 60 companies in 20 nations. The 
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use of foreign capital and other forms of economic and technical cooperation 
have also borne fruit." 


Lin Yincai said, "During the 'Seventh 5-Year Plan,' we must firmly adhere to 
the goals of reform, the open door policy and economic invigoration; give top 
priority to the improvement of economic results, particularly the improvement 
of procuct quality, in order to increase our exports and foreign exchange 
earnings. We must vigorously open up new international markets, expand labor 
cooperation; make use of foreign capital and imported technology, and further 
broaden all kinds of external economic and technical cooperation. 
Simultaneously, we must enhance our ability to digest and assimilate imported 
technology, and come up with inventions based on them to speed up _ the 
modernization of China's chemical industry." 


Lin Yincai pointed out, "To expand exports, we must step up quality control. 
In the future, all enterprises assigned export tasks must adopt international 
standards or advanced foreign standards in their production. Moreover, we 
must work hard to improve packaging and make it scientific, standardized and 
systematic." He emphasized, "The key to increasing exports and boosting 
foreign exchange income is to secure stable supply sources. Consequently, it 
is extremely important that we accelerate the construction of an export 
production system of chemical industrial products and equipment. We must 
select a group of well-established and well-qualified factories and mines to 
be export bases. The fvel, energy and raw materials requirements of 
enterprises producing for the foreign market should be given priority. So 
should technical modernization projects which will increase exports, earn more 
foreign exchange and produce better economic results. Whenever there is a 
conflict between export and domestic sales, the latter should yield to the 
former." 


Lin Yineai said finally, "Today our chemical industry already has some rather 
sophisticated technologies and processes which reach international standards 
and can compete in the world markets. We must build up an international 
reputation, increase our impact and try endlessly to bring out new exports and 
boost foreign exchange earnings." 
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FOREIGN TRADE AND INVESTMENT 


SHARP INCREASE IN NATIVE PRODUCE, ANIMAL BYPRODUCT EXPORTS 
Beijing RENMIN RIBAO in Chinese 30 Dec 85 p 1 


[Article by Liang Shiyu [2733 0013 3842]: "Native Produce and Animal Byproduct 
Exports Grew Strongly Under the 'Sixth 5-Year Plan'"] 


[Text] During the "Sixth 5-Year Plan," the export of China's native and 
animal husbandry products has been markedly successful, it has been learned 
from the recent managers' meeting of the China National Native Produce and 
Animal Byproducts Import and Export Corporation. Native produce and animal 
byproduct exporcs and imports amounted to $14.9 billion, an increase of 75 
percent over the "Fifth 5-Year Plan" figure of $8.5 billion Exports 
accounted for $11.7 billion of the total, up 56 percent over exports in the 
"Fifth 5-Year Plan." They constituted 10.15 percent of all Chinese exports. 


Deputy General Manager Chen Shulan [7115 3219 5695] told reporters, "Since the 
beginning of this year, Western capitalist economies have slowed down and the 
international market for native produce and animal byproducts continues to 
weaken. Within the country, the restructuring of the economic and trade 
systems is under way and there are areas in which we are not keeping up with 
the pace of reform, managerially. All this has posed definite problems for 
the completion of the export plan. Under the correct leadership of the higher 
authorities, however, the army of workers in the native produce and animal 
byproducts sector has made concerted efforts to accomplish the plan. As of 
early December, exports in effect reached $2.392 billion, $85 million more 
than what was exported by early December a year ago." 


Chen Shulan said, "Some gratifying changes have occurred in the composition of 
China's native produce and animal byproduct exports under the ‘Sixth 5-Year 
Plan,’ primarily the shift from raw materials to manufactured products and the 
development of new products for export. Vast quantities of down goods and 
rabbit furs are now entering the international market." The deputy general 
Manager said, "The corporation will firmly uphold the policy of unified 
export, raise product quality and improve services to make sure that next 
year's export plan is fulfilled." She said, "Apart from further consolidating 
and expanding our markets in Hong Kong, Macao, Japan, the European Economic 
Community and the United States, we will devote ourselves to tapping new 
markets, especially those in the Soviet Union and Eastern Europe." 
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FOREIGN TRADE AND INVESTMENT 


PREFERENTIAL TREATMENT FOR FOREIGN INVESTMENT IN NEI MONGGOL 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 28 Nov 85 p 1 


[By He Qi [0735 0366]: "Nei Monggol Will Give Preferential Treatment to 
Foreign investments" ] 


(Text] Bai Junqing [4101 0193 0615] (Monggol nationality), vice chairman of 
Nei Monggol Autonomous Region, will lead a government delegation in a visit to 
Hong Kong within the next few days and attend the Nei Monggol Economic and 
Technological Project Announcement Meeting scheduled to be held in early 
December. 


Prior to departure, Bai Junging told reporters that the purpose of holding the 
announcement meeting was to seek further economic and technological 
cooperation with the industrial and commercial circles of foreign countries 
and the Hong Kong and Macao area. He said that the meeting will announce 54 
cooperation projects of such industries as farm and animal products 
processing, building materials, electronics and machine-building. 


He said that in order to welcome foreign businessmen to invest in Nei Monggol, 
the autonomous region recently formulated preferential conditions for foreign 
economic and technological cooperation. 


It is reported that fees and charges on various enterprises established by 
foreign businessmen in Nei Monggol are 30 to 50 percent lower than those in 
coastal cities; labor payment for building various enterprises is 10 to 20 
percent lower than that for building similar enterprises in other provinces 
and municipalities; in addition to income tax exemption and reduction 
specified in the state law onthe income tax of wholly-owned foreign 
enterprises and joint ventures, cooperative enterprises may continue to enjoy 
15 to 30 percent of income tax reduction in the next 10 years, according to 
the reality of Nei Monggol; wholly-own foreign enterprises or cooperative 
enterprises may be exempt from some taxes if their annual profits are less 
than 1 million yuan; and foreign businessmen may remit foreign exchange 
profits as their lawful income to foreign countries through the branch office 
of the Bank of China in the autonomous region. 
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Bai Junging said that compatriots from Taiwan, Hong Kong and Macao and 
overseas Chinese will enjoy more preferential conditions than those stated 
above when they come to invest in Nei Monggol. 


He said that in the past 7 years, Nei Monggol has received hundreds of 
businessmen from more than 20 countries and the Hong Kong area, and attracted 
$50 million in foreign capital by signing 26 economic and technological 
contracts in the forms of joint venture, cooperative enterprises, rents and 
leases. 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


COTTON EXPORTS TO POLAND RESUME--In the 1950's, China once exported cotton to 
Poland. Later on, because domestic demand increased and production fell 
behind, China became, and remained,a cotton importing country for many years. 
As a result, China's exports to Poland was suspended. This year, China 
resumed cotton export to Poland for the first time after it was suspended for 
30 years. Poland is very interested in and attaches great importance to cotton 
imports from China. A representative of the Poland Textiles Corporation, who 
went to China in February this year to sign a cotton contract, said: "Polish 
consumers are very satisfied with the quality of Chinese cotton. The strong 
points of Chinese cotton are thin fiber, evenness, high intensity and little 
impurities. Its only weakness is bulky light-weight packaging." The vice 
chairman of the Polish cotton association said that due to a limited 
processing capacity, Poland's annual demand for cotton will remain at about 
150,000 tons, of which, 20,000 to 30,000 tons may be imported from China. 
Poland wants to buy 3,000 tons of long-fiber cotton in addition to mediun- 
fiber cotton. Besides, Poland also wants to purchase a considerable amount of 
cotton yarn and unfinished cotton. (According to published statistics, Poland 
imports about 6,000 tons of cotton yarn every year, mostly from the West, and 
11,000 square meters of unfinished cotton, two thirds from the West.) [By Xu 
Dongzhou [6079 2639 3166]] [Text] [Beijing GUOJI SHANGBAO in Chinese 14 Oct &5 
p 3] 12302 


GUANGXI OVERFULFILLS EXPORT QUOTA--Pv 10 November 1985, Guangxi Zhuang 
Autonomous Region had already overfulfilied its annual export plan, recording 
a ‘5 percent increase over the corresponding period of 1984 and an all-time 
high in history. In 1985, the state properly readjusted the ratio of foreign 
exchange earnings from exports to be retained by Gusngxi, thereby arousing the 
enthusiasm of all export goods supply units for earnirz; foreign exchange. Now 
Guangxi exports more than 2,500 kinds of commodities. [Text] [Beijing RENMIN 
RIBAO OVERSEAS EDITION in Chinese 21 Nov 85 p 1] 17302 
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SPECIAL ECONOMIC ZONES 


FINANCIA! TASKS OUTLINED FOR SHENZHEN SEZ 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 12, 4 Dec 85 pp 48-49 


[Article by Wang Xiyi [3769 0823 5030]: "The Financial Situation and Proposals 
for the Current Work of the Shenzhen Special Economic Zone") 


[Text] The Financial Situation and Characteristics of the Shenzhen SEZ 


At present, the financial situation of the Shenzhen SEZ has the following 
characteristics: 


1. Finance is the main pillar of construction in the SEZ. This is 
demonstrated in the following areas: 1) With regard to the proportion of bank 
loans in the economic construction funds of the SEZ, fixed-asset loans 
accounted for over a third by the end of 1984 and circulating fund loans 
accounted for over 80 percent of the total circulating funds of enterprises. 
2) The SEZ has established a financial system consisting of four categories of 
financial organizations--state banks, which occupy a dominant position, non- 
bank financial institutions, foreign banks, and collectively-owned credit 
cooperatives--each exercising functions in a different field. 3) Banks in the 
SEZ have developed many kinds of financial services. For instance, they have 
issued developmental loans to support the construction of industrial, tourist, 
and commercial districts; offered loans for investments in the form of 
partnership; initiated commercial housing loans to accelerate the 
commercialization of housing in the SEZ; issued loans for the imports of 
advanced technology and equipment to help transfer Shenzhen's economy to an 
export-oriented economy; organized domestic financial institutions or joined 
efforts with foreign banks to issue loans as a banking group; and offered such 
services as mortgage loans to enterprises owned by foreigners, by overseas 
Chinese, or jointly by Chinese and foreigners. 4) The SEZ has started many 
businesses through banks, summed up and accumulated experiences, developed 
modernized financial services, gradually created a good environment for 
investment, and absorbed more foreign funds. 


2. The funds of the SEZ are diversified and changeable. They include local 
investment, joint investment with concerned departments at various levels, and 
foreign investment. They also include state appropriations, credit funds, and 
enterprises' self-owned funds. Some funds belong to the state; others belong 
to the collectives and individuals. The diversity of the funds makes the funds 
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useful in different fields and under different circumstances. It has also 
broadened the range for banks to circulate funds through the means of credit. 
However, we should also notice that the funds of the SEZ vary constantly. This 
is because compared with other areas in inland China, the SEZ has more joint 
investment with inland China and foreign investment; therefore, it is more 
affected by the economic situation of inland China and foreign countries. 
Banks are also subject to more influence and changes when they circulate funds 
in this regard. We must face the fact that the credit funds of the SEZ vary 
constantly and safeguard the stability of funds in the SEZ. To do so, we 
should augment the economic strength of the SEZ with regard to credit and 
increase the inherent appeal of the economy in the SEZ. This is an important 
financial task for the SEZ. 


3. Various currencies are circulated simultaneously in the SEZ. During and 
before the initial period of the founding of the SEZ, Shenzhen used RMB for 
pricing and circulation of commodities. After the SEZ was completely open and 
along with the development of foreign economic relations and tourism, foreign 
exchange notes and Hong Kong dollars entered the market, resulting in the 
Simultaneous circulation of three currencies. This situation has a definite, 
positive effect on invigorating the economy, promoting the open-door policy, 
and opening up the closed-door economy. However, when three currencies 
circulate simultaneously in Shenzhen, which is sandwiched between inland China 
and Hong Kong, the price of the same kind of commodity varies when traded in 
different currencies; therefore, the situation has also brought about some 
negative results such as illegal trading of foreign exchange and thereby 
reduced the value and credibility of RMB in this area. As a result, this 
Situation has created arduous and complicated tasks and set forth higher 
demands on the financial departments of the SEZ. Efforts should be made _ to 
gain new understanding and sum up experience with regard to the scope of 
currency issue and withdrawal, channels and the pattern of circulation, etc. 


4, The economy of the Shenzhen SEZ is in for a change of orientation. Shenzhen 
is undertaking a large scale of construction beginning with the development of 
commercial and real estate businesses. There is more infrastructure 
construction for the purpose of consumption than of production. The production 
increase rate is high but the economic results are poor. In 1984, the 
industrial output value increased 15 percent (as against the 14.2 percent of 
the national figure) but the profit rate of output value was only 9 percent 
(as against the 14 percent of the national figure). The product mix is uneven. 
There are very few hot-selling products. A large proportion of goods are sold 
on the domestic market. To support the change orf orientation in the economy, 
financial work should also keep in step and undergo a series of changes. 
Banking work should reduce funds to help reduce the scale and speed of 
construction while helping raise efficiency, increase the production of hot- 
selling products and goods that can bring in foreign exchange, and facilitate 
the transfer of the economy to an export-oriented economy. 


5. The financial work of the SEZ is faced w'th the developed financial market 
of Hong Kong. The fact that the trade and financial relations between Shenzhen 
and Hong Kong have increased and that free and quick access to information are 
available through the numerous Hong Kong-based institutions of the Chinese 
banking group has made it possible for Sherlzhen's financial departments to 








learn from Hong Kong's experience and knowledge of international finance. It 
has also made it easier for Shenz‘en's financial departments to use Hong 
Kong's financial market, broaden their field of vision, and render better 
service for the development of the SEZ. 


Things To Be Done by the Financial Departments of Shenzhen 


There are many things waiting to be done by the financial departments of the 
Shenzhen SEZ. They should set long-term fighting goals and make short-term 
arrange sents as well. Tney should tackle one job at a time in the order of 
urgency and importance and in accordance with existing conditions and the 
capacity of manpower. Things to be done in the near future are mainly as 
follows: 


1. Study ways to solve the problem of fund shortage in the SEZ. At present, 
the SEZ is short of funds. To solve this problem, we should start with the 
following tasks: 1) Use existing funds where they are needed most, handle 
each case on its merits, and avoid "uniformity." Import and export projects 
on which contracts have already been signed should be treated differently. 
When making arrangements for circulating fund and fixed-asset loans, emphasis 
should be put on developing existing production capacity. Priority should be 
given to supporting the production of export products instead of products to 
be sold on the domestic market. Units witi good economic results should be 
treated differently from those with poor economic results. 2) Activate 
inactive finds, locate existing inactive funds, and study meusures to activate 
them on the basis of analyzing the composition and distribution of credit 
funds in the SEZ. 3) Banks should concentrate energies on circulating funds. 
The people's bank should double efforts to redistribute funds and serve 
Specialized banks; strengthen the lending and borrowing relations between 
different banks and between banks here and oanks in inland China; organize 
foreign funds for units which have the ability to pay back in foreign exchange 
and follow the procedures of examination and approval to raise funds for them; 
issue financial bonds to pool funds needed in the last stage of capital 
construction projects and circulating funds for putting projects into 
production and issue high-interest loans witn high-interest deposits. 


2. Solve the problem of credit funds distributed mainly piecemeal. Funds 
extended to the SEZ by various banks are controlled in a unified manner by the 
headquarters of the people's bank ani allocated piecemeal to the Shenzhen 
branch offices of the people's bank. Because Shenzhen is a small area and has 
a very limited capacity for the redistribution of funds, the headquarters 
should give the Shenzhen branch a regulatory fund to be used as temporary 
working funds during the year. This is conducive to the unified arrangement 
and use of the SEZ's credit funds. It can also pave the road fr the SEZ to 
establish an independent and balanced financial system. 


3. Open a money market as soon as possible and organize funds through 
multifarious channels. It is necessary to break through the narrow view of 
depending only on deposits for pooling funds and open up a money market Dy 
practicing trust investment, issuing stocks and bonds, and opening up stock 
exchanges. After a money market is open, "negotiable prices" should be allowed 
for some capital. In other words, interest rates should be allowed to float 
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within a fairly large range. This can on the one hand satisfy urgent financial 
needs and on the other, screen enterprises through high interest rates so that 
efficient enterprises will be tested while inefficient enterprises will be 
eliminated by high interest rates. 


4, Change the SEZ's finzicial system to an export-oriented one. In the long 
run, the SEZ should depend on its own strength for its economic development. 
The accumulation of funds is determined by the economic development of the 
SEZ. The key to the development of the SEZ is to change the economy of the SEZ 
from domestic-oriented to export-oriented. This can be achieved ainly by 
gradually striking a balance between foreign exchange income and expenditure 
with a little surplus, selling the majority of products on the foreign market 
instead of the domestic market and depending on superior products to make 
money abroad instead of depending on preferential conditions to make money in 
inland China. In order to meet the needs of the developmen: of an export- 
oriented economy, the SEZ's financial system should also be gradually changed 
to an export-oriented one. At present, the main tasks are: import foreign 
Capital and support the imports of advanced technology and equipment; render 
better service for foreign trade and exports; gradually enter the 
international capital and gold markets; and develop foreign-owned banks and 
joint-venture banks and initiate off-shore businesses. 


5. Strengthen investigation and economic information work. The investigation 
should cover both financial and economic affairs, both domestic and foreign 
2ffairs, both isolated and current cases of daily work and long-term 
Strategic goa s. Efforts should be made to collect and transmit information 
through the investigation and bring into play the functions of information 
feedback. 


6. Pay attention to the financial legislation of the SEZ and exercise economic 
control according to law. The financial departments of the SEZ should, in 
accordance with national financial laws, systems, rules and regulations and in 
light of the characteristics of the situation of the SEZ, formulate laws, 
systems and rules and regulations for the SEZ, strengthen financial control of 
the SEZ according to law and make it possible for state banks, non-bank 
financial institutions, foreign-owned banks, and joint-venture banks in the 
SEZ to operate within the limits prescribed by the financial laws of the SEZ. 


12302 
CSO: 4006/622 











SPECIAL ECONOMIC ZONES 


SHENZHEN CREDITS TO INDUSTRY UP, COMMERCE DOWN 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 25 Oct 85 p 3 


[Unattributed article: "Great Change in the Direction of Shenzhen's Foreign 
Exchange Credits This Year; Industrial Credits Rose From 7 Percent Last Year 
to 55 Percent; Commercial Credits Dropped From 83 Percent Last Year to 36 
Percent" ] 


[Text] Shenzhen, 23 Oct (CNS)--There have been conspicuous changes in the 
direction of foreign exchange credits since the beginning of this year as 
granted by the Shenzhen Branch of the Bank of China. In the first 9 months, 
industrial credits rose sharply; they accounted for 55 percent, while they 
were only 7 percent for the entire period of last year. Commercial credits in 
comparison dropped from 83 percent during the entire last year to 36 percent 
during the first 9 months of this year. 


Xu Guowei [6079 0948 1218], assistant manager of the Shenzhen Branch of the 
Bank of China, told reporters of this news agency at the cocktail party on the 
occasion of the establishment of the "Shenzhen Industrial Development Credit 
Fund" that the shift in the direction of these credits indicated an adjustment 
made in accordance with the actual conditions and the developments at 
Shenzhen. In the last few years, priority had been given to commerce, tourism 
and capital construction in order to improve the investment environment, to 
increase attractiveness to foreign capital and to lay the foundation for’ the 
development of industry, because several years ago Shenzhen's foundation was 
very poor and was not capable of developing any kind of industry. By now a 
good investment environment has basically taken shape in Shenzhen, there is a 
fast turnover of funds for whatever commercial and tourist enterprises’ that 
have been established and foreign exchange outlay for them can be recovered. 
During the first 9 months of this year, $110 million have aiready been 
recovered. Since the start of this year, Shenzhen has concentrated its 
efforts on developing foreign trade-oriented industries, which is the reason 
why the focus in credits shifted toward industry. 


Xu Guowei added that it is due to these circumstances that the "Shenzhen 
Industrial Development Credit Fund" was established. The tund has already 
granted a credit of $2.4 million to the Nanhai Petroleum Shenzhen Central 
Service Corporation to assist in their development work. 
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Xu Guowei said that the support of the foreign exchange fund of the Shenzhen 
Branch of the Bank of China, as started at the beginning of this year, will 
give certain industrial enterprises the opportunity to develop, such as, for 
instance, the Zhongkong Glass Factory, a Chinese-foreign joint venture, which 
Was granted a credit of $700,000 for the importation of technical equipment. 


It is learned that the Shenzhen Branch of the Bank of China has. provided 
state-operated enterprises, foreign-financed and joint venture enterprises a 


total of 760 million RMB and over $760 million to promote the development of 
Shenzhen industries. 
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SPECIAL ECONOMIC ZONES 


SHENZHEN ECONOMIC FORUM RESULTS REPORTED 
Beijing RENMIN RIBAO in Chinese 14 Nov 85 p 1 


[By reporter He Yunhua [0149 0061 5478]: "The Country must support the 
Special Economic Zones; the Special Economic Zones must support the Country"] 


(Text ] A forum on the development of export-oriented industries in the 
Shenzhen Special Economic Zone [SEZ] recently sponsored by the State Council 
pointed out that the Shenzhen SEZ is a special economic zone of the whole 
country, the whole country should support the SEZ and the SEZ should serve the 
whole country. 


At the forum, representatives of 18 departments and units of the central 
government conscientiously studied and discussed the question of how to 
develop export-oriented industries in the Shenzhen SEZ in the future. They 
thought that the establishment of the SEZ is an important part of the open- 
door policy. Managing the SEZ is not a task of one province nor one area 
where it is located. It should be a special economic zone of the whole 
country. All trades and professions in the country should treasure, show 
concern for and support the construction of the SEZ. Comrades working in the 
SEZ should also consider the situation as a whole, gain a foothold in the SEZ, 
keep in view the world, rely on inland China and wholeheartedly serve the 
whole country. 


Participants at the forum thought that it was not easy for the Shenzhen SEZ to 
push more than 200 products into foreign markets and for the direct export 
Sales of industrial products to account for 33.4 percent of the total value of 
industrial output within a period of only 6 years. The development of the 
Shenzhen SEZ is one of the achievements scored as a result of the 
implementation of the open-door policy since the 3d Plenum of the 11th CPC 
Central Committee that has attracted world-wide attention. At the same time, 
they also thought that there is still a great gap between the existing 
production capacity and level of the Shenzhen SEZ and the goal of building a 
export-oriented multi-purpose special economic zone. Further efforts need to 
be made to bring into play the advantages of the Shenzhen SEZ. 
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SPECIAL ECONOMIC ZONES 


SHENZHEN'S DEVELOPMENT OF EXPORT-ORIENTED ECONOMY 


Shenzhen SHENZHEN TEQU BAO in Chinese 30 Sep 85 p 4 


[Article by Li Ganming [2621 1631 2494]: "Zhou Weiping[0719 4850 1627], 
Deputy Director of the Hong Kong and Macao Esonomic Research Center, On Some 
Issues Regarding Shenzhen Special Economic Zone Developing an Export Oriented 
Economy." ] 


[Text] In early September in Guangzhou,this reporter interviewed Zhou Weiping, 
deputy director of the Hong Kong and Macao Economic Research Center and the 
assistant editor of the ‘Hong Kong and Macao Economy' magazine, on issues 
regarding Shenzhen Special Economic Zone developing an export oriented 
economy. The following is Zhou Weiping's discussion in part: 


1. For the zone to develop an export oriented economy, it must first realize 
and utilize two big advantages--its high degree of openness to the outside and 
its close proximity Hong Kong. 


Zhou Weiping believes that Hong Kong's advantage is its internationality; 
it is one of the most open areas in the world, a center for international 
trade and banking. Shenzhen, moreover, when compared to other domestic 
regions, has two main advantages: 1) it is the most widely open to the 
outside, has the largest area, and is the earliest comprehensive special 
economic zone to open up to the outside; and 2) it is closely linked with Hong 
Kong beth historically and geographically. Other domestic special economic 
zones and coastal open cities do not have such advantages and these advantages 
will have long lasting effects. As the zone develops an export oriented 
economy, it should recognize and fully utilize these two unique advantages by 
actively fostering cooperation with Hong Kong, meeting each other's needs and 
helping each other forward. At the same time, Shenzhen is also in a pivotal 
position for domestic liaison between Hong Kong and countries abroad. Only by 
keenly recognizing and utilizing the two advantages above can the zone give 
full play to these four "door opening" roles. 


2. Fully understanding the concept of open, two way and export oriented 
economies and the relationship of the three is very useful when putting them 
into practice. 
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Zhou Weiping said, special economic zones are a product of the policy of 
opening to the outside world, hence they must develop economies that are open. 
These economies are the direct opposite of closed economies; they are 
developed commodity economies,not self developed natural economies.Both open 
and developed commodity economies inevitably deal in domestic and foreign 
markets, and are open both internally and externally; in this way, they are 
also two way economies. At the same time,viewed from internal or external 
proportions,two way economies can also be divided into mainly export oriented 
Or mainly domestically oriented types.Because Shenzhen possesses the two 
advantages already mentioned, it should, when viewed objectively and from 
the standpoint of central government demands, develop an export oriented 
economy. Here it must be emphasized that export oriented means only mainly 
export oriented,as distinguished from a mainly domestically oriented economy, 
and therefore does not imply isolation from the country's interior. Seen in 
this light, export oriented, two way and open economies are neither 
contradictory nor opposing; the three are inherently intertwined.Complete 
comprehension of this concept helps when attention is paid to the practice of 
playing up the zone's pivotal role in expanding domestic and foreign trade to 
expedite the modern construction of the country.At the same time, this will 
enable people to better understand that there is a process involved in its 
domestic-to-export transformation, and that its proportion of exports is 
gradually increasing. This transformation process demands vast amounts of 
work. 


Zhou Weiping said further that there are two views on this issue worth 
noting: 1) “using such vague terminology as two way and open to simplify 
matters is not suitable" for the Shenzhen Special Economic Zone. The intention 
of this wording is clear enough; that is, the zone's economy can only be 
transformed from being domestically oriented to being export oriented. 
Basically,I agree with this view, because stressing the latter avoids 
misconceptions about the direction of Shenzhen's development which stem from 
people's poor undertanding of what open and two way economies are; and 2) 
"advocating a model “export oriented' special economic zone is a policy which 
in reality isolates inland markets. There is decidedly nothing progressive 
about this; it does not conform with objective requirements for developing a 
commodity economy." To me, this can only be termed a misunderstanding, because 
such a transformation does not imply policy of isolating inland markets. 


3. Two additional views on tactical objectives for development of the Shenzhen 
Special Economic Zone 
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Zhou Weiping said that Liu Guoguang [0491 0948 0342], in his article in the 
August 9, 1985 issue of People's Daily, summarized the tactical goals of the 
zone thus: “to establish Shenzhen as a comprehensive, export oriented special 
economic zone, emphasizing advanced industry, simultaneous development of 
industry and trade, and integration of industry, trade and technology, with 
finance, tourism, services, real estate and farming, animal husbandry and 
fishing as sideline businesses;and change it into a new type of city with a 
rational structuring of production enterprises and advanced scientific 
technology where people are prosperous and where spiritual and material 
progress is highly advanced to make ever greater contributions to the 
socialist construction of the interior and the whole nation." I agree 
fundamentally with the way this is put, but I still want to add two points: 1) 
I want to especially mention the issue of earning foreign exchange. While no 
doubt the goal of advanced industry in the zone the zone is to earn foreign 
exchange by exporting, trades and businesses must also shoulder this 
responsibility. In describing tactical goals, therefore, the wording "the goal 
of exporting to earn foreign exchange" should probably be added to make the 
aim of becoming export oriented clearer and more precise; 2) the wording 
",..-agriculture, animal husbandry and fishing as sideline businesses" can be 
improved to read "suitably develop highly scientific and modernized planting 
and breeding operations." Baoan County is part of the Shenzhen Special 
Economic Zone and has already been singled out as a base for developing 
planting and breeding operations, but Baoan County is not within the zone's 
boundaries. According to plans, only 100 square kilometers of land in the 
327.5 square Kilometer zone area can be developed. The rest is mostly 
hills and slopes, unfit for use by industry. Using this land for suitable 
development of highly scientific and modernized planting and breeding 
operations would increase foreign exchange income for the zone and spur 
development of an export oriented economy. But it should be noted that the 
zone should mainly foster the development of advanced industrial exports to 
earn foreign exchange; undertaking some highly scientific and modernized 
planting and breeding operations would not be contradictory to this 
development. 
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SPECIAL ECONOMIC ZONES 


CONTROL OF FOREIGN CAPITAL IN XIAMEN DISCUSSED 
Fuzhou FUJIAN LUNTAN | FUJIAN FORUM] in Chinese No 11, 5 Nov 85 pp 25-27 


[Article by Guo Chaomu [6753 2600 2606]: "Preliminary Discussion of the 


Control of Special Economic Zones Over the Use of Foreign Capital and the 
Importation of Technology"--Study of Foreign Economic Relations] 


[Text] In the development of the construction of special economic zones, how 
to do a good job in the control over the use of foreign capital and the 
importation of technology is an important question concerning the success and 
failure of undertakings in special economic zones. This article will discuss 
some views on the question of control over the use of foreign capital and the 
importation of technology in the Xiamen Special Economic Zone. 


Since its establishment in 1980, especially since its scope was extended to 
the entire island, the Xiamen SEZ has greatly speeded up the use of foreign 
capital and the importation of technology and made great achievements in this 
regard. According to statistics, by the end of 1984, it had signed a total of 
152 agreements on the direct use of foreign capital involving a _ total 
investment of $696,362,600, of which, $382,543,600 is foreign capital. In 
1984 alone, it signed 128 contracts on the direct use of foreign capital 
involving a total investment of $509,710,500, of which, $274,809,000 is 
foreign capital, accounting respectively for 84.2, 73.2 and 71.8 percent of 
the sum total during the 1980-84 period. Of all contracted projects, 35 have 
already been put into production. At the same time, 67 enterprises in Xiamen 
City have signed 103 contracts for the importation of technical equipment 
involving a projected total investment of 977 million yuan. The contracted 
deals are worth $230 million. Sixty-four pieces of techni2al equipment have 
arrived (of which, 44 have been put into production). After all the equipment 
is put into production, the Xiamen SEZ's output value will increase 978 
million yuan and tax and profit delivery, 380 million yuan. In the course of 
using foreign capital and importing technology, the Xiamen SEZ has gained some 
experience in the control of the use of foreign capital and technology import 
and learned some control skills. However, many problems still exist. For 
instance, the starting point is low and scale is not big enough in imports; 
too much foreign exchange is spent but little is earned; much hardware but 
little software is imported; more products are sold to the domestic market 
than to the international market; and there are many labor-intensive projects 
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than to the international market; and there are many labor-intensive projects 
but few technology- and knowledge-intensive projects. All these have made it 
impossible to meet the new demand of the economic development of the SEZ. 


To accelerate the use of foreign capital and the importation of tecnnology, 
increase social and economic results and give full play to its role as a 
window, the Xiamen SEZ still needs to do a good job in the following areas 
concerning the control of imports: 


1. Further clarify guiding ideology and keep to the correct orientation in 
imports. The purpose of establishing SEZ in China is to use them as windows 
to accelerate China's four moderrizations. The use of foreign capital and the 
importation of technology should be undertaken in close connection to the 
effort to give full play to the role of the SEZ as a "window." Compared with 
the other three SEZ's, the Xiamen SEZ has a superior location and natural 
environment for it is located in the center of China's "gold coast" and the 
hub of sea transportation. The Xiamen Island has many old enterprises, 2 
relatively solid foundation of industry, considerable scientific and 
technological strength and ability to assimilate science and technology. The 
permission of the central government for the Xiamen SEZ to implement certain 
policies, free port in particular, has put the Xiamen SEZ in a more superior 
position. Therefore, it is necessary and possible for the Xiamen SEZ to have 
a higher starting point than that of other SEZ in the use of foreign capital 
and importing technology. Only by doing so can it give better play to its 
advantages and become a better "vanguard." Because of this, it should pay 
attention to the following issues in regard to guiding ideology and keeping 
its import orientation: 1) Import advanced technology in a _ concentrated 
effort to develop industry, import other projects accordingly, form a rational 
structural lineup and gradually develop Xiamen into a comprehensive SEZ: 
2) emphasize quality instead of quantity in imports, judge and select projects 
on the basis of whether they are conducive to developing new technologies and 
fledgeling industries, transforming existing enterprises and opening 
international markets and bringing about three changes--from equipment trade 
to technology transfer, from labor-intensive to technology- and knowledge- 
intensive and from domestic-oriented to foreign-oriented; 3) keep to the 
overall and long-term point of view and correctly handle the relations between 
the immediate and long-term benefits of imports and between local and national 
interests; 4) make full use of the original industrial basis, link technology 
import closely to the transformation of old enterprises, upgrade old 
enterprises, try to avoid starting new ones and reduce capital construction 
investment; 5) import advanced scientific management techniques and methods 
while importing advanced technology; and 6) organize people to assimilate and 
absorb imported advanced technology and management methods, carry out 
innovation, transfer them as soon as possible to inland China and give full 
play to social and economic results. 


2. Strengthen overall planning. Conducting overall planning of the use of 
foreign capital and importation of technology is an important question 
concerning to which direction the construction of the SEZ will develop and 
whether or not the purpose of establishing SEZ can be achieved. But in the 
past few years, the Xiamen SLZ has failed to do a satisfactory job in this 
regard and lacked overall planning. There are ideological as well as 
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practical problems involved here. Some comrades lack sufficient understanding 
of the significance of conducting overall planning of the use of foreign 
capital and importation of technology. They overemphasize the fact that the 
Xiamen SEZ is a SEZ that implements certain free port policies and a 
Management system guided by planning and based mainly on market regulation. 
They even mistakenly believe that it is very hard to make plans ahead of time 
because foreign capital and advanced technologies are in other people's hands 
and we cannot control what others will give us. Instead of getting hold of all 
information, on the basis of clarifying the strategic ideas of the SEZ, make a 
development plan and then decide what to import, they often reverse the 
procedure--determine what to import first and then write feasibility reports. 
Sometimes, they even go ahead and import whatever foreign businessmen are 
interested in. Some projects are "special-favor projects" added by higher- 
ups. All this has made it difficult to avoid being taken or cheated and 
caused unnecessary losses to the state and serious impacts on the development 
of the SEZ. Therefore,d 

caused unnecessary losses to the state and serious impacts on the development 
of the SEZ. Therefore,n capital and 

importation of technology and strengthen overall planning. At the same time, 
it is also necessary to educate cadres at all levels, especially those 
directly engaged in foreign economic activities, demanding that they do 
everything strictly according to planned procedures. Those who violate the 
plan and do things in their own way should be criticized and educated. Those 
who cause serious losses will be held responsible for their conduct. 


To strengthen the overall planning of the use of foreign capital and 
importation of technology, first of all, we should do a good job in the import 
plan of the SEZ as well as that of industries and enterpriese and establish 
an organic link between these plans, in accordance with the demand of the 
Overall development plan of the Xiamen SEZ. At the same time, we should link 
these plans to the long- and short-term development plans of the national 
economy as a whole and strive to coordinate them with the overall development 
strategy of the national economy. Secondly, we should make full use of 
various forms of importation, make rational arrangements for the flow of 
foreign capital and the lineup of imported projects and technology and enable 
the Xiamen SEZ to have its own characteristics and emphasis. At the same time, 
we should carry out necessary readjustments in a timely manner concerning the 
contents of our plans according to the political and economic changes and the 
scientific and technological development of the world. 


3. Measure the overall social and economic results of imported projects. 
Social and economic results on the use of foreign capital and importation of 
technology have a direct bearing on the future of the SEZ; therefore, in the 
course of using foreign capital and importing technology, the SEZ should 
measure both micro- and macro-results, both single-item and comprehensive 
results, both immediate and long-term results and both economic and social 
results. Although the Xiamen SEZ has made great achievements in import work in 
the past few years, some projects have failed to yield satisfactory results. 
For instance, according to statistics, between 1979 and 1984 the Xiamen SEZ 
spent $41.51 million and earned $4.5 million, averaging $10.80 per every $100 
of investment. Even joint ventures and cooperative enterprises did not earn 
very much foreign exchange. Despite the fact that there were already three 
television set factories in the province, a company went ahead and imported a 
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television set assembly and production line which helped earn an additional 
16.58 million yuan of income for the state in the year after it was put into 
production. However, since it only assembles modules and components and all 
products are sold on the domestic market, the market we gave up did not bring 
in and get hold of major technology. Originally we thought we could use it to 
bring along the technological transformation of Xiamen's electronics industry. 
As of today, this purpose has yet been achieved. Moreover, in 1984 letters of 
credit alone cost $2.67 million. Judged from the situation as a whole, the 
results of this import project ought to be considered as poor. 


To measure the overall social and economic results of import projects, we need 
to design a series of goals, form a goal system and reflect the technical, 
economic, social and ecological value of an import project in a comprehensive 
manner. For instance, to reflect technical value we need such targets as 
technical composition rate including the rates of machinery equipment, power 
resources, electricity, labor funds and various other equipment, various 
technical parameters of automation and mechanization and the development and 
use rates of new energy resources and new raw and semi-finished materials. To 
reflect economic value we need such targets as the conservation rates of 
labor, raw and semi-finished materials, energy resources and funds, investment 
result coefficients, the profit delivery and tax rates of investment, the 
recovery rates of investment, cost profit rates, labor productivity, ratios 
between the labor and production levels of Chinese and foreign enterprises and 
the output, quality and foreign exchange earning rates of products. To 
reflect social and ecological value we need various comprehensive targets 
concerning labor conditions and other targets such as the conservation of 
total social labor, the effectiveness of environmental protection and _ the 
degree of pollution elimination. The target system for measuring the social 
and economic results of import projets is still being explored and studied. 
We should make further efforts so that we can measure their quantitative and 
qualitative value and achieve the best social and economic results, but we 
should not let this affect the current import work. To increase the social 
and economic results of current import projects, we should pay attention to 
the following links: 1) Organize imports strictly according to the plan. We 
should strive to organize people to carry out all projects in the plan and try 
to rej.-t all projects that are not included in the plan to avoid losing 
control over the scale and undermining overall balance. 2) Strengthen 
feasibility study. According to the demand of the plan, we should conduct 
Overall analysis and discussion of imported projects in regard to technical, 
engineering, economic and social respects, make scientific appraisal and 
provide a basis for policy decisions on imports, engineering designs, bank 
loans, talks and contracts to avoid mistakes in imports. 3) Adopt the 
pluralistic method of importing. We should implement the principle of 
diversifying the source of funds in using foreign capital, avoid importing 
only from a certain country or area and avoid relying on foreign countries. 
In importing technology, instead of limiting ourselves to a certain company, 
we need make more comparisons to give us more choices, have the initiative in 
our hands and reduce blindness. 4) Insist that experts participate in foreign 
inspection tours, talks and signing contracts and avoid such practices as 
passing incompetent people off as experts just to make up the number. 5) 
Implement the principle of mutual benefits. Those investors who use illegal 
means to infringe on the interest of our side and those people on our side who 
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let personal relations get in their way and show generosity at the expense of 
the state should be punished by law and placed under serious investigation. 
6) Do a good job in the import responsibility system and acceptance work. 


4, Establish an information network and strengthen information work. 


Judged from the current situation, the information work of the Xiamen SEZ is 
still very weak and cannot meet the needs of import work. Along with the 
economic construction and development of the SEZ and the increasing scale of 
the use of foreign capital and technology import, the quantitative demand of 
relevant information data will increase continuously. How to obtain, in a 
timely and accurate manner, useful economic information from numerous complex 
flows of information has already become the key to the success and failure of 
the SEZ in the use of foreign capital and importation of technology. 
Therefore, we must make great efforts to strengthen the information work of 
the SEZ. First, we should establish as soon as possible an information 
network. Initiated by a certain unit or center of Xiamen City, this network 
should absorb more units which have access to more information. In addition, 
it should be equipped with computers and modern communications technology and 
equipment to form a network with large cities in the inland areas, Hong Kong 
and foreign countries. Second, we should step up the efforts to bring in from 
abroad and train a group of information experts and provide them with 
sufficient conditions so that they can concentrate on their work. Third, we 
should begin collecting fees for information service to arouse the enthusiasm 
of all fields. 


5. Further improve import control organs, tighten the control system and 
strengthen administrative leadership and professional supervision. In order to 
meet the needs of the use of foreign capital and importation of technology the 
Xiamen SEZ has done much work in this regard. But as the scope of direct 
import and exrort units expands and import projects continue to increase, 
import control organs and control system need to be further improved and 
tightened to strengthen administrative leadership and professional supervision 
and ensure a smooth progress for import work. In view of this, some comrades 
Suggest that an import coordinating organ be set up under the leadership of 
the city government. This organ should be staffed with a definite number of 
full-time administrative and managerial personnel and then according to needs 
hire temporary specialists and invite concerned societies to participate 
Mainly in the feasibility studies of import projects and the research of the 
assimilation and innovation of new technologies in addition to solving major 
technological problems. This is a noteworthy suggestion. Other import control 
organs should also be further improved and consolidated according to the needs 
of the development of the situation to seek highly efficient and simple 
administration. At present, the control system needs to be further improved 
in the following few areas: 1) Mete out new procedures for using and earning 
foreign exchange and ensure that all fields are considered while key points 
are guaranteed in using foreign exchange so that the money is used where it is 
needed most; encourage enterprises to earn foreign exchange and ensure that 
plans are fulfilled as scheduled. 2) Perfect the import responsibility system 
to ensure that somebody is in charge of every link of every import project to 
avoid dislocation in the process or disputes over trifles. The current import 
control system should be conscientiously summed up and further improved to 
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give better play to its functions. 3) Tighten examination, approval and 
acceptance systems. Those projects submitted for approval should be turned 
down if the, have not undergone feasibility study or followed import 
procedures; no imported technical equipment will be allowed to go through 
relevant procedures if it is proved unacceptable. 4) Draw up a set of 
measures for carrying out domestic coordination and ensure that opening to the 
inland areas make effective use of funds and personnel. 


6. Speed up the import and training of managerial personnel. In the past few 
years, the Xiamen SEZ, through the efforts of all fields, has imported and 
trained a large number of talented people. In spite of this, there is still a 
great demand for talented people, especially mangerial personnel. To ensure 
smooth progress in its imports, the Xiamen SEZ must, on the basis of 
investigation and study, formulate as soon as possible an appropriate 
personnel import and training program to quickly build a contingent of 
managerial personnel who are good at the use of foreign capital and technology 
import. 
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SPECIAL ECONOMIC ZONES 


TAX POLICIES SUITABLE FOR XIAMEN DISCUSSED 
Fuzhou FUJIAN LUNTAN [FUJIAN FORUM] in Chinese No 11, 5 Nov 85 rp 22-24, 5 


[Article by Ge Nanxiang [5514 0589 5046] and Chen Bingrui [7115 3521 3843]: "A 
Probe Into Improvement of the Tax System in the Xiawen Special Economic Zone"] 


(Text ] To give full play to the role of special economic zones as windows 
they first must absorb foreign capital. To absorb foreign capital, creating a 
good investment environment that is attractive to foreign businessmen is a 
must and taxation is, of course, an indispensable link. In 1984, the CPC 
Central Committee and the State Council decided to expand the Xiamen Special 
Economic Zone to the entire island and, at the same time, announced that 
Xiamen may implement some free-port policies. Because of this, how to improve 
the tax system of the Xiamen SEZ to meet the need of the new situation is a 
problem requiring immediate study and solution. This article attempts to make 
a preliminary probe into the tax model of the Xiamen SEZ from an overall 
point of view. 


I. Generally speaking, in overseas investment of foreign capital, at least 
four factors are considered: 1) The safety of investment; 2) the 
profitability of investment; 3) the consistency between investment and 
company's developmeiut; and 4) the feasibility of investment. Among them the 
most important is safety. Since China's social system is completely 
different from that of Western countries, the stability of policies and the 
formulation and perfection of various laws are of great significance 
especially to attracting foreign capital. The market should be properly 
opened to foreign investors to let them gain some profits. As long as’_ these 
two problems are well solved, taxes will become an important counter for 
effectively absorbing and asing foreign capital. Currently, some people think 
that the key to attracting foreign capital is a comprehensive and complete 
environment for investment, not preferential tax treatment. Some even think 
that offering preferential tax treatment alone and giving little consideration 
to other more important matters is like putting the cart before the horse. 
This view that excludes preferential tax treatment from investment environment 
and ignores the function of taxation is erroneous. Of course, the one-sided 
pursuit of "fewer tax categories, lower tax rates, more preferential treatment 
and fewer procedures" is also not conducive to developing the function of the 
tax lever. 
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What kind of tax model is appropriate for the Xiamen SEZ according to its 
concrete conditions? We believe that in general the Xiamen SEZ should adopt a 
low tax structure based on direct taxes (mainly income tax) and supplemented 
by indirect taxes. The concrete plans are as follows: 


1. As a major tax category of the Xiamen SEZ, enterprise income tax should 
reflect the following two demands: 


First, it should reflect the demand for differential treatment for different 
industries and same treatmont for all departments under the same ind:stry. 
According to the report approved by the State Council, Xiamen should be built 
into a comprehensive, export-oriented special ecorcaic zone which will focus 
On industry while developing tourism, commerce, and real estate businesses. 
This orientation is completely correct. However, in the development of many 
industries and sectors, we must distinguish what is primary and secondary, 
what is priority and what is urgent. We should not rush headlong into it, 
trying to do everything all at the same time. We hold that in regard to 
industrial structure, importing industrial technology should be the key and 
importing other things, the suvplement; in regard to the import of industrial 
technology, relatively advancec industrial technology should be the key and 
general consumer goods production technology, the supplement; and in regard to 
the import of advanced industrial technology, software or crucial parts and 
components should be the key and hardware or complete set of equipment, the 
supplement. Judged from the import situation of the past few years, a 
prevailing phenomenon is that it is easier to carry out talks on commercial, 
tourism and service projects and more contracts have been signed and fulfilled 
for such projects, but, except for everyday consumer goods such as household 
electrical appliances, cigarettes and liquors, very few talks on industrial 
technology have been successful, not to mention really advanced industrial 
technology. This problem prevails not only in the Xiamen SEZ, but also in 
other SEZ's and 14 coastal open cities. If this situation remains unchanged, 
the open policies will not be able to fulfill projected goals. Therefore, 
fixing different tax rates for different industries according to different 
situations to demonstrate differential treatment is totally necessary. Some 
comrades disagree. They think that taxing different industries according to 
the same tax rate can encourage competition and at the same time make it 
easier for tax departments to control and collect taxes. It is very hard for 
us to agree with this view. Different industries are different in the nature, 
scope and targets of production and operations, the demand for the input of 
labor, financial and material resources, the amount of risks involved and the 
degree of difficulty in the sources of their income. The only way to treat 
them rationally is to treat them differently. Practice of uniformity is not 
good for encouraging the import of advanced industrial technology. As for 
easier control and collection, we should strive to make things easier for tax 
control and collection only if we are able to give full play to the function 
of the tax lever, which is a prerequisite not the other way around. In the 
same industry, enterprises of different nature, whether they are run by the 
State or collectives and whether they are joint ventures or wholly owned, must 
be treated equally. 


Second, it should reflect the demand for different treatment between the 
Xiamen SEZ and other special economic zones and 14 coastal open cities. In 
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November 1984, the State Council promulgated the "Provisional Regulations for 
the Reduction and Exemption of Enterprise Income Tax and Industrial and 
Commercial Consolidated Tax in Special Economic Zones and 14 Coastal Port 
Cities" (abbreviated as the "regulation" hereafter). Since then, joint 
ventures and wholly-owned foreign enterprises in special economic zones and 14 
coastal open cities have been levied generally the same amount of enterprise 
income taxes. This measure of uniformity has caused special economic zones to 
lose their tax advantage and adversely affected the efforts of special 
economic zones, especially the Xiamen SEZ, to attract relatively advanced 
industrial technology. In our opinion, the enterprise income tax rate of the 
Xiamen SEZ should be lower not only than that of open economic areas but also 
than that of the other three special economic zones. Compared with these 
areas, Xiamen should be more lenient in granting reductions in, and exemption 
from, income taxes and it should have more decision-making power in regard to 
taxation. In addition, in light of different situations, the Xiamen SEZ may 
consult foreign experience and adopt an accelerated depreciation method for 
Sino-foreign joint ventures and wholly-owned enterprises. 


2. The personal income tax fails to reflect the preferential treatment of 
special economic zones because the "Personal Income Tax Law of the People's 
Republic of China" currently in effect is formulated according to the general 
Situation of the country. Additional rules need to ode drawn up according to 
the situation. For instance, the personal income tax rate of special economic 
zones should be properly reduced. The highest bracket of current tax rate is 
45 percent, much higher than the 25 percent of Hong Kong. For another 
instance, in order to encourage foreigners to become residents of special 
economic zones, their tax exemption period may be extended from the current 90 
days to a year and so on. 


3. In order to build Xiamen into an international financial center, Xiamen 
should be granted local jurisdiction. In other words, Xiamen may stipulate 
that foreign companies, enterprises or individuals will be exempted from 
income tax on the income they earned elsewhere (other parts of China and 
foreign countries) and remitted to Xiamen Island; no income tax will be levied 
on interest drawn from the foreign currency deposits of financial institutions 
on Xiamen Island; and income tax levied on interest drawn from the RMB 
deposits will be reduced to a half. This stipulation can help Xiamen play the 
role of a duty-free port and attract large amounts of foreign capital and 
funds from other parts of China. 


4, Joint ventures and wholly-owned foreign enterprises in special economic 
zones should pay a higher rate of income tax on the sales of goods to the 
inland, according to a prescribed ratio, than that on exports or sales in 
special economic zones. There are different situations: 


A. Joint ventures and wholly-owned foreign enterprises pay 30 percent of 
income tax on the sales of goods to the inland according to stipulations. 


B. Foreign businessmen pay 35 percent of income tax on the income earned from 
selling directly imported products to the inland according to the provisions 
of agreements. 
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C. If foreign businessmen have really provided relatively advanced technology, 
as an exchange condition, income tax levied on the income they earned from 
selling to the inland part of the products they produced in special economic 
zones or they directly imported from abroad will be reduced to 15 percent. 


The above measures are suitable not only for the Xiamen SEZ but also for other 
special economic zones and economic open areas. Their purpose is to restrict 
the domestic sales of foreign products and protect the domestic market. Some 
comrades may think this would dampen foreign businessmen's enthusiasm for 
investment, but it is not so. When foreign businessmen come to invest in 
China, they are mainly interested in the China market, therefore, offering 
them double benefits--the market and preferential tax rates--is unnecessary. 
Besides, even the 30-35 percent tax rate is not only much lower than the 55 
percent tax rate of state-run enterprises but also lower than the income tax 
rates of developed capitalist countries such as the United States and Japan. 


5. After the control system of special economic zones is established, the 
Xiamen SEZ still should levy indirect taxes such as a product tax, business 
tax and value-added tax. However, they should be flexible according to the 
situation. 


6. The Xiamen SEZ should still levy import and export customs duties but they 
should be limited to the import of liquors, cigarettes, various mineral oils 
and high-class cosmestics and products whose exports are restricted by the 
state. Other products should be allowed to be imported and exported freely. 
All transit commodities are exempted from customs duties. Industrial 
enterprises in special economic zones should pay additional import taxes on 
products which are made of imported materials or parts if such products are 
sold on the domestic market. 


7. In addition to the above tax categories, it is also necessary to levy land 
use taxes, entertainment taxes, stamp taxes, inheritance taxes, property taxes 
and urban maintenance and construction taxes, but tax rates should not be too 
high. 


Il. Judged by the above assumption of the tax system of the Xiamen SEZ, we 
think that the current tax system mainly has the following defects: 


1. The Xiamen SEZ fails to distinguish itself in the tax system. As mentioned 
before, according to the provisions of the "regulations," the tax burden on 
special economic zones is basically the same as that on economic open areas 
and there is no disparity between then. This is not right. At a forum 
sponsored by the State Council in January 1985, leading comrades of the State 
Council clearly pointed out: At present, China's opening to the world has 
formed a three-tier structure with four special economic zones as the first 
tier, coastal economic open areas as the second tier and the Changjiang, 
Zhujiang and southern Fujian delta areas as the third tier. If so, the tax 
system should also reflect the different characteristics of the three tiers. 
Since the Xiamen SEZ is entrusted with two major missions--open to the outside 
world and promote the return of Taiwan to fulfill the great cause of the 
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reunification of the motherland--its tax system especially needs to be 
distinguished not only from those of economic open areas but also from those 
of other special economic zones. In our opinion, the Xiamen SEZ should have 
its own relatively independent tax law to genuinely reflect certain policies 
of a free port. 


2. The tax burden on joint ventures and wholly-owned foreign enterprises is 
inconsistent with that on domestic enterprises. This is demonstrated in two 
aspects: 


A. According to current stipulations, joint ventures and wholly-owned foreign 
enterprises pay enterprise income tax at a 15 percent rate whereas large and 
medium-sized state-run enterprises pay a 55 percent rate plus regulatory tax 
on after-tax profits and small state-run enterprises and collective 
enterprises pay taxes according to the above-quota progressive tax system. 
This uneven distribution of happiness and hardship has dampened the enthusiasm 
of domestic enterprises. Many domestic enterprises go for joint ventures 
blindly in order to enjoy the benefits in taxation. This is indeed a 
noteworthy problem. In our opinion, enterprises of different natures under the 
same industry in the Xiamen SEZ should pay taxes according to the same tax 
rate. 


B. In regard to indirect taxes, joint ventures and wholly-owned foreign 
enterprises are exempted from industrial and commercial consolidated taxes on 
export products whereas domestic enterprises still have to pay product taxes 
and value-added taxes. This is irrational. As for products sold on the 
domestic market, joint ventures and wholly-owned foreign enterprises should 
pay industrial and commercial consolidated taxes according to stipulations. 
The departments concerned of the central government recently stipulated that 
industrial and commercial consolidated taxes may be fixed according to the 
lower rates of industrial and commercial taxes. This is irrational in two 
aspects: First, foreign-funded enterprises and domestic enterprises belong to 
different tax categories which have caused not only the disparity of their tax 
burden but also unnecessary trouble for tax control and collection work. 
Second, after the second-step of the tax-for-profit reform is carried out in 
an all-round way, original industrial and commercial taxes will no longer 
exist; therefore, industrial and commercial consolidated taxes should not be 
fixed according to industrial and commercial taxes. We think that because 
product tax and the like are part of the product price, allowing foreign- 
funded enterprises to pay a lower tax than domestic enterprises is unfavorable 
for protecting the domestic market. Therefore, it is necessary to legalize as 
soon as possible the product tax, value-added tax and business tax to replace 
industrial and commercial consolidated taxes currently levied on foreign- 
funded enterprises so that foreign-funded enterprises and domestic enterprises 
can pay taxes under the same tax category and according to the same tax rate. 


3. What do we do with the income of the Chinese investor of a joint venture? 
The present method is: If the Chinese investor has a parent unit, his income 
will be figured into the income tax of his parent unit; if he does not have a 
parent unit, his income will be considered as extra-budgetary income and he 
will pay a 60 percent tax to financial departments. Now many enterprises want 
to fit into the category of extra-budgetary income tax because it is 
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worthwhile. In our opinion, neither of the above methods is recommendable. A 
better method is to levy a regulatory tax on the profits of the Chinese 
investor according to the system used in domestic enterprises, but profits 
used for reinvestment may be exempted from taxes. 


4, Currently, the tax burden on foreign-funded enterprises is the same as that 
on enterprises funded by overseas Chinese. This situation should be changed. 
More preferential treatment should be given to enterprises funded by overseas 
Chinese. If it is hard to change tax rates, at least there should be 
differences in the amount and time period of tax exemption and reduction. 


5. The development of coordinated domestic enterprises has given rise to the 
problem of financial distribution between special economic zones and other 
parts of China. At present, no appropriate stipulations have yet been meted 
out for this problem. A method that is easy to be accepted by the public is: 
Enterprises from the inland areas will be exempted from Xiamen's regulatory 
tax on the profits they earned from engaging in coordinated domestic 
enterprises, enterprises jointly funded by them and foreign businessmen or 
enterprises jointly funded by them, special economic zones and foreign 
businessmen. 


6. How to solve the contradiction between preferential treatment in taxation 
and temporary reduction in revenue is a fairly prominent problem especially in 
Xiamen. At present, Xiamen's budget is already very tight. If preferential 
tax treatment is offered on a wide scale, Xiamen's revenue is bound to decline 
within a short period of time. This is indeed a problem. In our opinion, 
preferential tax policies must be implemented; otherwise, it will stunt the 
growth of the Xiamen SEZ. In order to solve the problem of revenue reduction, 
we suggest that the central government let Xiamen implement an independent 
financial system and that the part of revenue delivered by Xiamen to the 
provincial treasury be appropriated to Fujian province by the central 
government as fixed-quota subsidies. 
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SPECIAL ECONOMIC ZONES 


SHANTOU'S DEVELOPING EXPORT-ORIENTED ECONOMY 
Shenzhen SHENZHEN TEQU BAO in Chinese 29 Sep 85 p 2 


[Text] In its development over the past three years, the Shantou Special 
Economic Zone has been following the guiding principle of "making foreign 
sources the main source of capital, making industry and agriculture the basis 
of the production structure, and making exports the main goal of production." 
The zone has’ taken further steps to import from abroad and link up with 
relevant units in the interior and has been steadily developing an export- 
oriented economy. 


So far this year, the SEZ has realized a substantial increase in each of the 
various economic indicators as compared to last year. Investment in capital 
construction from January to July increased 4.74 times over that of the same 
period last year, to 37,710,000 yuan. Contracts were signed for 88 projects 
involving foreign imports and coordination with interior units, 69 more this 
year as compared to the same period last year. Total investment for signed and 
registered projects amounted to 2.19 times more than for the same period last 
year and 1.6 times greater than the combined total of the previous two years. 


As of the end of July, the Shantou Special Economic Zone had handled the 
registrations of a cumulative total of 197 industrial and commercial 
enterprises involving a total investment of 1.8 billion Hong Kong dollars. 
Fifty-eight of these enterprises were foreign-owned enterprises with an 
investment of nearly 600 million Hong Kong dollars, 93 were enterprises 
involving foreign imports and coordination with domestic departments with 
investment totaling nearly 800 million Hong Kong dollars, and 46 were 
enterprises established by the zone itself and directly subordinate to it with 
investment amounting to nearly 400 million Hong Kong dollars. Investments 
absorbing foreign capital and coordinated with domestic units amounted to 
1.4 billion Hong Kong dollars, or 72 percent of the total. 


Production is structured mainly around industry and agriculture. Of the 197 
enterprises now registered, 122 are industrial and 28 are agricultural and 
together they make up 76 percent of the total. This conforms to the aim of 
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developing the zone into a base for processing industries, the production of 
aquatic products, and fruits and vegetables. 


Industrial products of the zone include plastic manufactured products, 
clothing, electric toys, rugs, furniture, replica porcelain pieces and 
handcrafted jewelry, 80 percent of which have entered the international 
market. Agricultural products include eel fry, mature eel, items manufactured 
from snakes, wild animals, and fruits and vegetables, 96 percent of which 
is exported. According to incomplete statistics, agricultural companies in 
the zone have earned more than 30 million Hong Kong dollars in foreign 
exchange. 
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LABOR AND WAGES 


VALUE OF WAGE REFORM IN ENTERPRISES ASSESSED 
Beijing JINGJIXUE ZHOUBAO in Chinese 15 Dec 85 p 7 


[Article by Qian Shiming [6929 0013 2494]: "Discussion of the Pros and Cons of 
the Enterprise Wage Reform"] 


[Text] Several years of experimenting on the reform of the enterprise wage 
(including bonus) system have drawn many comments, both positive and negative. 
Where shall the enterprise wage reform go from here? Where is the crux of the 
problem? These questions need to be studied and explored conscientiously. 


1. The basic model of reform must be distinguished from the concrete model. 


The so-called basic model of the enterprise wage reform refers to the general 
orientation and principles of the enterprise wage reform which can be 
summarized into two phrases: Change distribution from one-level to two-level 
and policy making from centralized to decentralized. To be specific, the 
enterprises' wage bill should be linked to their economic results and allowed 
to float in tandem. 


The so-called concrete model of the enterprise wage reform refers to the whole 
set of concrete measures, systems, and methods adopted, under the prerequisite 
of achieving the basic model, to establish the link between the wage bill and 
economic results. 


2. The basic model of the enterprise wage reform is correct and must be 
adhered to firmly. 


Linking enterprises' wages to economic results and having them float in tandem 
is determined by the objective condition of a planned commodity economy. It is 
not a product of the people's subjective will. If they are not linked now, 
objective necessity will force them to be linked in the future. Experience 
gained in the past few years of practice also proves this effective. Although 
it is imperfect and still has problems of one kind or another, the results as 
a whole are good. In addition, linking wages to economic results is also a 
precondition for the reform of urban economy. The essence of the reform of 
the urban economic system is to change the product economy to a planned 
commodity economy and change enterprises from subsidiaries of state organs to 
independent commodity producers and dealers. In order to give enterprises 
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impetus , they should be allowed to seek their own interests. The practice of 
"establishing the link" is just the mechanism that creates such impetus for 
enterprises. Without it, the reform will encounter unimaginable difficulties 
in all aspects. 


3. The formation of a whole set of scientific and rational concrete models 
for the wage reform requires a prolonged exploring process. 


Concrete forms, methods, systems, and measures for linking the enterprises' 
wage bill to economic results cannot be made perfect all at once. At present, 
due to the absence of external conditions and a lack of experience, the 
concrete models we selected must have contradictions of one kind or another. 
They may cause mistakes or even dangers which are unavoidable. For instance, 
often discussed problems are uneven distribution of happiness and hardship, 
rivalry, lashing "the fast ox," "putting profits before everything" and loss 
of macro-control. Actually, some of these problems are irrelevant to 
"establishing the link." Take the loss of macro-control of consumption funds 
for example. First, in 1984 very few enterprises, at most 20 percent, carried 
out the experiment on "establishing the link." Second, among the different 
incomes of enterprises' workers, wages and bonuses increased almost in tandem 
with the national income after deducting the price factor. Besides, it is 
also easier to control this part. We may fix the base figure and the floating 
ratio in advance and then levy bonus and wage taxes afterwards; therefore, it 
is impossible to lose control in this regard. The problem arises when 
enterprises misuse profits which are earmarked for other funds. This has 
always been the "breach of control" in the indiscriminate distribution of 
bonuses in the past. It is not difficult to solve this problem either by 
setting the ratios of various funds and transmitting them to all levels. 
Finally, some enterprises use such illegal means as increasing production 
costs under other names and methods, intercepting profits, and "evading taxes" 
to cistribute money and goods indiscriminately among staff members and 
workers. It is impossible to estimate the scale and harmful effects of such 
practices. Judged from this, when solving the problem of losing control, we 
should put emphasis on the last two problems and avoid erroneous diagnoses. 
The loss of control of consumption funds as a result of losing control of 
capital construction investment is even more irrelevant to "establishing the 
link." In sum, we should allow further exploration and experiment on the 
concrete models for "establishing the link" and gradually mete out such 
models. During the process, we should allow failures and setbacks. 


4, Suggestions for the improvement of the concrete models for "establishing 
the link." 


With regard to the guiding principles for choosing targets in "establishing 
the link": 1) We should not practice "uniformity." Different regions, 
industries, and enterprises should be allowed to choose the targets according 
to their actual conditions and their own abilities. 2) We should establish a 
comprehensive target system with major and minor targets complementing and 
conditioning each other. We should not use unitary targets. 3) We should add 
to the target system the factor of horizontal comparison, stop "lashing the 
fast ox," and encourage the backward. 4) We should try to eliminate the 
economic results created by non-labor factors to reduce the disparity of 
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differential incomes of enterprises. 5) We must take into consideration the 
relations of the interests of the state, enterprises and workers. 


The Number of Workers and the Wage Bill of Recent Years in China 


Year The number of workers (10,000) Wage bill (1 million yuan) 
1978 9,499 568.8 

1979 9,967 646.6 

1980 10,444 772.5 

1981 10,940 820.0 

1982 11,281 882.1 

1983 11,515 934.6 

1984 11,824 1,112.3 
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LABOR AND WAGES 


WAYS TO EXERCISE MACRO-CONTROL OF WAGES SUGGESTED 
Beijing JINGJIXUE ZHOUBAO in Chinese 15 Dec 85 p 7 


(Article by Zhu Bin [2612 2430]: "On the Macro-control and Adjustment of 
Wages" ] 


[Text ] The loss of control over the consumption fund has attracted the 
attention of all circles of society. Wage is an important part of the 
consumption fund. Doing a good job in the macro-control of wages is a major 
issue in carrying out the reform of an economic system and achieving strategic 
goals. Suggestions in this regard are as follows: 


1. Set correct targets for the control of general wage standards. 


General wage standards are conditioned by the increase in rate of national 
income and whether wages can finally increase at a steady rate is in turn 
determined by the increase of the national income of the sector of the means 
of subsistence; therefore, it is appropriate to use the increase rate of 
total national income as a target for the control of general wage standards 
and use the increase rate of the national income of the sector of the means of 
subsistence as a target for the control of the structure of general wage 
standards. 


2. Clarify orientation for the reform of the wage system. 


The major defect of the previous wage system is the egalitarianian practice of 
"eating from the communal pot." Therefore, the main direction of the reform 
is to overcome egalitarianism and smooth out wage relations instead of seeking 
high wages and consumption. The current experiment of linking the wage bill 
to economic results is an effective form for overcoming egalitarianism and 
should continue to be carried out. However, concrete measures still have the 
following restrictions: 1) "uniformity"; 2) lack of horizontal comparison 
between enterprises; and 3) too many factors of administrative interference. 
From now on, we should, according to different conditions, set different 
targets for linking wage bill to economic results; establish a target 
examination system consisting of one major and many minor targets; and after 
conditions are ripe, severe the link between wage bill and economic results 
and use taxation alone to control the internal distribution of enterprises. 


128 











3. Handle well the relations between wages and prices. 


The relations between wages and prices are actually relations between currency 
(nominal) wages and actual wages. We should implement the partial wage 
indexation policy so that wage standards will change as prices change. When 
adjusting workers' income, price subsidies and wages should be separated for 
the convenience of control. 


4. Use the tax lever and exercise compulsive control. 


Taxation is compulsory, free, and stable. At present, due to the great 
disparity of production conditions and management levels of enterprises, 
levying wage increase tax and bonus tax can reduce the disparity and eliminate 
non-labor income. But, it should not be simplified. Such taxes should be 
levied according to the different classification of enterprises and different 
conditions so that tax burdens are basically rational for enterprises of 
different ownerships, scales, and industries. As conditions ripen during the 
reform, such taxes should be transferred to the enterprise consumption fund 
tax and finally to personal income tax. 


5. Use currency and financial policies to adjust and control wages flexibly. 


Considering the consumption fund alone in the macro-control of wages is not 
enough. Since approximately 40 percent of capital construction investment is 
transformed into consumer purchasing power, financial policies must be used to 
control the scale of capital construction investment and the amount of 
currency issued. At the same time, strict control and social supervision 
should be exercised for the use of the consumption fund. 


6. Reform the current wage control system and exercise multi-level control. 


The state should take care of wage increase plans concerning the situation as 
a whole, prescribe basic systems and formulate various control and supervision 
policies. Local areas (and departments) should coordinate the relations of 
various proportions, set forth concrete control measures, and exercise 
effective supervision according to the policies. Enterprises should, within 
the limit permitted by the policies, choose various wage forms and promotion 
and evaluation procedures. 


7. Gradually establish laws concerning wage distribution to standardize and 
legalize the adjustment and control of wages. 


8. Establish and perfect the social security system. 


Many problems in wage control are related to the imperfect security system. In 
order to help workers solve problems and ease worries, enterprises have done 
many things within the scope of the consumption fund that should have been 
taken care of by social security. The state should draw up a "social security 
plan" and establish a public accumulation fund system. The pensions of retired 
workers should be placed under the unified control of society. The public 
accumulation fund of society should consist of part of workers' wages and a 
proper amount of subsidies from enterprises and the state treasury. 
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TRANS PORTATION 


STATE TO BULLD 11 DEEP-WATER BERTHS IN LIANYUNGANG 
HKO10804 Beijing ZHONGGUO XINWEN SHE in Chinese 0246 GMT 30 Apr 86 


[Text] Nanjing, 30 Apr (ZHONGGUO XINWEN SHE)—China will invest 870 million 
yuan in the next 5 years to build 11 deep-water berths in Lianyungang. By 
1990, the handling capacity of the port will reach over 20 million tons, 300 
percent over that of the present. 


Lianyungang is located at the eastern end of the Lanzhou-Lianyungang railway 
line. The investment in the construction of the port this year is 200 million 
yuan, ranking first among China's coastal ports. 


According to Zhao Yong, a responsible person of the Lianyungang Port Construc- 
tion Headquarters, the construction of the major projects of 6 of the 11 deep- 
water berths to be completed during the Seventh 5-Year Plan period has already 
started. This year, two 35,000-ton coal wharves will be put into use. The 
trial operation of these wharves is’expected to take place in September. By 
the end of next year, four wharves for various goods (two 25,000-ton and two 
10,000-ton wharves) will be completed. Land is being reclaimed from the sea 
for the construction of the other five berths at present. 


Zhao Yong said that the work of dumping rocks for the construction of the 
Lianyungang western breakwater will start in July this year and will be com 
pleted in 1991. This breakwater will be 6.7 kilometers long and will give 
protection to a harbor with 30 square kilometers. In the future, over 100 
berths can be built here with an annual handling capacity 1,000 percent that 
of the present capacity. 
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TRANSPORTATION 


NEW MANAGEMENT SYSTEM INSTITUTED AT DALIAN PORT 
OW300047 Beijing XINHUA Domestic Service in Chinese 1552 GMT 29 Apr 86 


[Excerpts] Dalian, 19 Apr (XINHUA)--A management system with dual leadership 
by the central and local authorities and with the stress on the latter has 
been instituted at Dalian Port. A handing-over ceremony in connection with 
the institution of the port management system was held in Dalian today. 


Entrusted by the State Council, Zhao Weichen, deputy head of the State 

Council leading group in charge of sea, land, and airports, presided over the 
ceremony. He said: Ports are instituting a management system with dual 
leadership by the central and local authorities and with the stress on the 
latter. This is a major policy decision by the central authorities and an 
important reform in the commmication system. The State Council made this 
decision on the basis of the experiences of the experimental management of 
Tianjin Port by local authorities. This decision has two aims to achieve: 

1) It is necessary to mobilize quickly the initiative of all quarters, 
especially the inititiative of local authorities and enterprises, to acceler- 
ate port construction and reform, to increase port handling capacities, and to 
raise operational and managerial levels; and 2) it is necessary to seek through 
reform a port management system suited to China's conditions and with 
distinctive Chinese characteristics. 
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TRANSPORTATION 


LANZHOU CIVIL AVIATION BUREAU CHANGES NAME 
HK301511 Xian Shaanxi Provincial Service in Mandarin 0030 GMT 30 Apr 86 


[Text] Lanzhou Civil Aviation Bureau will change its name to Xian Civil 
Aviation Bureau. Beginning 1 May at 0000, Lanzhou Civil Aviation Bureau 
will officially change its name to Xian Civil Aviation Bureau. 


Xian is situated in the center of the country and is a gate and fort through 
which people enter the northwest from all places throughout our country. Over 
recent years, in the wake of th quick economic, cultural, and tourism develop- 
ment in the northwest region, the central and pivotel role of Xian in the north- 
west civil aviation and transport network has gradually become more apparent. 


To suit this situation, beginning 10 March, the organs of the former Lanzhou 
Civil Aviation Bureau have removed their main departments in two groups to 
Xian. Im accordance with the instruction of the State Council, beginning 

1 May, Lanzhou Civil Aviation Bureau will officially change its name to Xian 
Civil Aviation Bureau. This will surely produce a vigorous effect on promoting 
economic construction and facilitating the people's livelihood in the northwest 
region. 
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